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America’s prosperity is sustained by the 


flow and movement of money through the na- 





tion’s economic blood stream. Without this 
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circulation of billions of dollars every year— 


ASSETS this use of money to move merchandise—in- 
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Cas AND MARKETABLE SECURITIES............-$ 66.968.329 $ 63.565.016 ° P 

: — a Automobiles are probably the most widely 

RECEIVABLES: 3 ‘ Be rh, 
Retail motor vehicle installment receivables . $424.553.547 $390,294,935 accepted symbols of American prosperity. 
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Direct and personal installment loans ......... 37,765,548 34.515.676 ies ional Nailin ciate ee me 
: . ~ ? ~ mye oe ons ates strles, ¢ er ceasing 
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a ‘ = is money flow originated by this industry. 
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2 | 7.617.605 4.865.524 
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Discount, interest, premiums and other income. ...... $46,254,477 $44,804,470 
OPPPRIN BR OXDENSCS: . a.625:626ccs 55.0.6 4:9:5 ASSO 30,792,812 — 30,127,935 
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area served by Utah Power & Light Co., offers 
tremendous opportunity to industry. 
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INVESTMENT COMPANY 
: OF ILLINOIS 


QHTH consécurive 
DIVIDEND 
ON COMMON STOCK 


The Board of Directors declared 
a regular quarterly dividend on # 
the Common Stock of 40 cents 
: per share, payable Septem- 
ber 1, 1954, to stockholders of 
record August 16, 1954. 


The Directors also declared 

the regular quarterly divi- 
dends on the 514% Cumu- se 
? lative Prior Preferred Stock, eee 

the Series A $1.25 Convertible 

Preference Stock and the414% 

Preference Stock, all payable 

October 1, 1954 to stockholders 

of record September 15, 1954. 

HARRY W. HARTLEY 

Treasurer 

August 2, 1954 


Financing the Consumer through na- 
tion-wide subsidiaries — principally: 
Public Loan Corporation 
Domestic Finance Corporation 
Loan Service Corporation 
Ohio Finance Company 


General Public Loan 
Corporation 














CONTINENTAL 
C CAN COMPANY, Inc. 
A regular quarterly dividend of ninety- 
three and three-quarter cents ($.93%) 
per share on the $3.75 cumulative pre- 
ferred stock of this Comvany has been 
declared payable October 1, 1954, to 


stockholders of record at the close of 
business September 15, 1954. 


LOREN R. DODSON, Secretary. 
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THE PRESIDENT’S BOX SCORE... As we go to press, 
the 83rd Congress is moving toward adjournment 
after deliberating for over six months on the Presi- 
dent’s legislative program. It has been an important 
session in many respects. Several long-overdue re- 
forms were enacted into law; some of the President’s 
vital economic proposals were approved; on others, 
he suffered defeat, and in some instances, was com- 
pelled to accept a compromise. On the whole, the 
Administration may be said to have come through 
its ordeal with Congress with a satisfactory though 
by no means brilliant record, but perhaps more 
could not be expected in a “crucial” election year. 
One genuine accomplishment was to give business 
greater incentive. This, at least, is a distinct change 
from the attitude of previous administrations which 
were in the habit of throwing roadblocks in the path 
of business.. 

How the Administration fared on the more im- 
portant proposals is shown in the following: 

1) Tax Relief. The President asked for and re- 
ceived general tax revision, removing many inequi- 
ties to individuals and busi- 























aod ; Securities ~~ -- Industry 
Foreign Affairs / - Politics’* +” 


The Trend of 


Business 





Events 


82.5-90%. While politically risky, the new revised 
price supports opens the way for handling the farm 
problem along sounder economic lines and may 
eventually solve the agricultural problem. 

3) St. Lawrence Seaway. The President received 
full legislative sanction for his recommendation that 
the U.S. join Canada in a mammoth project a) open- 
ing up the mid-West to ocean-going vessels and b) 
creating new giant power facilities at Niagara. This 
will eventually create billions in new wealth. 

4) Atomic energy. The new bill (which is still 
in Conference) permits the participation of private 
industry in the peace-time use of atomic energy, 
with due safeguards to the needs of the nation. 
Will encourage and facilitate broad-scale expansion 
into the atomic energy field, not only for power 
but for industry generally. This is an enormously 
significant development. 

5) Foreign aid. The President accepted a com- 
promise, which substantially reduced his original 
request for $3.5 billion to $2.8 billion. Foreign as- 
sistance is now principally of a military nature, 
with economic aid severely 











Ness, He accepted a compro- 
mise on dividend tax relief to 
stockholders. The enacted bill 
substantially should act as en- 
couragement to business and 
investment. 

2) Farm Price Supports. 
The President wanted flexible 
price supports on farm prod- 
ucts at a level of 75-90%. He 
accepted a compromise at 


















We recommend to the attention of our 
readers the analytical discussion of busi- 
ness trends contained in our column 
“What's Ahead for Business?” This 
regular feature represents a valuable 
market analysis of importance to in- 
vestors as well as to business men. To 
keep informed of the forces that may 
shape tomorrow’s markets, don’t miss it! 


cut. 

6) Reciprocal trade. A 
three-year extension was de- 
sired, wuth liberalization of 
tariff rates but the President 
finally had to accept only a 
one-year renewal. There is a 
great deal of dissatisfaction 
generally with this “solution” 
of the tariff problem and the 
subject will probably be 
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prought up again in the next session. 

7) Social Security. The President proposed and 
received higher social benefits and taxes under the 
Social Security system, adding about 7 million 
workers to beneficiaries of the old age and survivors’ 
insurance provisions. The economic benefits of 
the social security system will now be effectively 
widened. 

8) The Housing Act. Liberalization of various 
provisions, designed to facilitate mortgage borrow- 
ing on home building and improvements should 
tend to maintain high level of building activity. 

It will be seen from the direction which economic 
legislation has taken that the main effort has been 
centered on long-range objectives, with the excep- 
tion of the omnibus tax and housing bills which 
are designed to afford more immediate aid, as well. 
The entire program is based on the supposition that 
the economy is still sufficiently strong to avoid the 
need for direct government intervention for the 
time being. For this reason, no proposals were 
offered by the Administration to stimulate employ- 
ment generally. Apparently, the President believes 
the need for specific government aid to the economy 
has already passed and that the “recession” is 
blowing itself out. This he strongly intimated in 
his Economic Report a few days ago. 


WHEN LABOR COSTS GET TOO HIGH... There are 
many signs that labor costs have become uneconomic 
for business concerns having difficulty in meeting 
competition. When this situation becomes unendur- 
able for the companies involved, two things are 
likely to happen: one, if the company cannot man- 
age to convince the union leaders that they should 
accept a more realistic wage scale it may close the 
plant, or, two, it may move to some other region 
where labor costs are lower. The company may even 
decide to go out of business altogether. 

The: most conspicuous example of the drastic ef- 
fects of high wages is the coal industry where a 
large percentage of mines have closed down because 
the payrolls are much too high for the business 
on hand. It is unfortunate that the hard-working 
coal miners, laboring in a harsh field of endeavor, 
should suffer but economic law knows no sentiment. 
The facts are that high wages in the coal industry 
can be supported only on the basis of sustained and 
heavy demand for coal. If it falls off materially, as 
is the case now, either costs must come down, or 
the mines must close. 

The fact is, in other industries as well as coal, 
that the exceedingly high wage level is an abnor- 
mality which was fostered in an immensely dynamic 
post-war period. As we approach a greater degree 
of normality, however, it becomes evident that it 
is no longer possible to bear many of the high costs 
which seemed inescapable in the post-war period. 
The most conspicuous of these costs is high wages. 

It may be difficult for union leaders to recede 
from their lofty and, often arrogant, position but 
they must face economic facts and their conse- 
quences ,as must every other element in our society. 
Perhaps their new agreement to accept lower wages 
at the Studebaker plant rather than risk the closing 
of the plant is a straw in the wind. 


‘a sigh of relief, as there can be no question that the 


IRANIAN OIL SETTLEMENT .. . The free world, which 
has not been accustomed to many victories in the 
ferocious struggle against the Communist powers, 
finally has something to cheer about in the Iraniay 
oil settlement. Although the specific purpose of the 
pact between the Iranian government and British 
and American oil interests has been to get the field; 
and refinery into operation again on fair financia| 
terms, it is transcended in importance by the fact 
that, through the settlement, the danger of a con. 
munist coup in Iran is ended. For this we can breathe 


irrational Mossadegh came close to wrecking his 





country thus paving the way for the communists ty 
take over. 

The financial settlement now enables the Iranian 
government to establish itself on a stronger economic 
base, the lack of which has hitherto been one of its 
chief defects. This should provide the government 
with improved means to satisfy the needs of the 
people and thus turn them away from the temptz 
tion to revert to the anarchy which not long ago 
threatened. 

There is another virtue in the oil settlement: 
unlike former arrangements, the new pact abandon 
the worst features of the old type of “concession” 
on natural resources so prevalent in past years 
in “deals” between strong international financial 
groups and weak foreign governments. In this new 
type of “concession” the interests of the native 
people are fully safeguarded, at the same time that 
the investing groups are given a legitimate oppor- 
tunity to develop their resources. Significantly, it 
offers a striking example of how the westem 
world’s prestige with under-privileged peoples can 
be strengthened in future undertakings of the sort. 


ENLARGING OUR SUPPLY OF VITAL RAW MATERIALS 
. . . When the 20,000 ton freighter “Hawaiian” 
sailed from Seven Islands, Quebec, for Philadelphia 
with the first cargo of iron ore from the newly 
functioning rich mines on the Quebec-Labrador 
border, history was made. With an annual potential 
of 10 million tons of high-grade (60% ore), the 
American steel industry is now freed from the fear 
that the depleted ore bodies at Mesabi will prove 
inadequate to meet long-range needs of the industry. 
The new Ungava fields alone will provide an esti- 
mated 417 million tons of high-grade low-cost ore, 
and new discoveries undoubtedly will increase this 
huge tonnage. About $250 million, most of it from 
American sources, went into the construction of 
the necessary facilities, including a specially built 
railway which cost about half this sum. 

While the new Labrador ore development ha: 
special application to the steel industry, it is of 
great importance as part of a vast plan by American 
industry to meet the needs of the future by tapping 
new raw material resources not too far outside the 
borders of continental U.S.A. 

Even more important is the relationship of these 
new developments to the security of the United 
States. It is not generally realized, in the language 
of the Senate report on “Accessibility of Strategic 
and Critical Materials” that “the vital security of 
this nation is in serious (Please turn to page 659) 
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As J See Jt! 


By E. D. KING 


BRITISH LABOR SHOWS ITS HAND 


4, should astonish no one that the exchange 
of pleasantries between the British labor delegation 
visiting Moscow and Peiping and the Red leaders 
who preside over those capitals has met with a sour 
response by the American public and press. To say 
the least, the timing of the visit is most unfortunate. 
Coming directly after the Geneva settlement, in 
which we would not 
participate without 
stultifying ourselves, 
and which formal- 
ized the great Com- 
munist victory in 
Indo-China, it must 
be considered a 
gratuitous insult to 
American public 
opinion. 

However, unpleas- 
ant as is this aspect 
of the visit of the 
British labor leaders 
to Soviet Russia and 
Soviet China, of 
much greater signifi- 
eance is its timing in 
relation to the next 
British elections. This 
tour by Atlee and 
Bevan is not just a 
pleasant interlude, 
and certainly was not 
cooked up on the spur 
of the moment. It is 
a carefully planned maneuver through which the 
Labor Party hopes to go before the electorate in a 
successful bid for power. The objective clearly is to 
play on the fear of war in the hydrogen bomb age 
which is shared by most of the British people. 
By stressing the desirability of closer relations be- 
tween Britain, on the one hand, and Russia and 
China, on the other, which the Labor leaders hope 
their visit will foster, they feel they can make a 
very strong appeal to British emotions. 

Not the least unwelcome phase of this develop- 
ment is that while Atlee and Bevan have journeyed 
to Moscow and Peiping ostensibly as equals, it is 
Bevan who in reality has taken over the leadership 
of the expedition; for the cardinal plank of Bevan- 
ism is “neutralism” in the struggle between East 
and West, and it is “neutralism” that the Red dic- 


IS THIS TRIP 
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Loring, in the Providence Evening Bulletin 


tators wish to encourage. It is not surprising, under 
the circumstances, that the British leaders should 
have been so warmly received by the Communists. 

At any rate, “neutralism” is the only conceivable 
program on which the British Labor party could go 
to the polls with any hope of success. Otherwise, the 
Conservative party’s prospects would remain un- 

challengeable in view 
of its remarkable suc- 
cess in restoring Brit- 
ish prosperity. 

Since the Labor 
party has no other 
promising issues on 
which to appeal to 
the electorate, it is 
not surprising that it 
should have chosen 
the one issue on 
which it has any 
chance of success. 
Nor should it be 
under-estimated, as 
the basic concern of 
the British is with 
the possibility of the 
outbreak of war. 
With respect to the 
coming elections, 
therefore, it must be 
admitted the Labor 
leaders have chosen 
their ground shrewd- 
ly. It helps explain 
the timing of their visit to Moscow and Peiping in the 
face of strong criticism from the Conservatives and, 
even, from a few independent labor leaders such as 
Hector McNeil. That Atlee and Bevan are not concern- 
ed with hostile American public opinion, we have 
already seen. 

Obviously, in view of the possibility of a return to 
power in Britain by the Labor party, American strate- 
gists will have a new problem of formidable dimen- 
sions to deal with. It may as well be faced frankly. 
Pushing it under the rug will serve no purpose. 

A Labor party governing Britain on a “neutral- 
ist” program would force us to reconsider our entire 
strategic position. Although we have had reason in 
the past few years to find fault with British policy, 
which has clashed with ours in many phases of the 
struggle in Asia, we have (Please turn to page 659) 
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Profit Taking Nearing? 


Part of the past fortnight was spent by the market in minor reaction with a good re- 
covery therefrom, leaving the daily industrial and rail averages quite close to the peak 
for the period. In the mixed performance of individual stocks, speculative emphasis be- 
came more pronounced. There is no positive indication of significant vulnerability, but 


seekers of short-term or medium-term ‘gain 


By A. T. 


Dow industrial average tells only part of 
the story of the market, and the story it does not 
reveal has been changing significantly for some 
weeks up to this writing. Although it would not be 
true to say that long-term investors have deserted 
the market and that speculators for quick or me- 
dium-term capital gain have taken over, neverthe- 
less the market has shifted largely in character and 
upside leadership. Up until not so long ago, the 
advance was paced by what could be called the 
“first-team” stocks — the prominent, better-grade 
issues broadly characterized as institutional type. 
Hence, the Dow overage ran ahead of that broad 
section of the industrial list which is made up of 
secondary and speculative stocks. Of course, by no 


now face considerably increased risks. 


MILLER 


means all of the latter are going up, and not all of 
the Blue Chips are lagging; but, broadly speaking, 
the “second-team” and “‘third-team” stocks have been 
largely out-gaining the 30 Dow industrials, as well 
as our weekly index of high-priced stocks, in recent 
weeks, 


Recent Market Pattern 


There are indications, in our correspondence and 
otherwise, that the long advance in stock prices 
began really to hit the public fancy in a big way 
around mid-summer, with a progressive whetting 
of speculative appetite and hopes. The further up- 
surge in the market from mid-July into early August 
had more “pure speculation” in it than 





MEASURING MARKET SUPPORT 


THE MARKET IS A TUG-OF-WAR 


CONSTANTLY SHIFTING SUPPLY & DEMAND PRODUCES THE FLUCTUATIONS” 
THE MAGAZINE OF WALL STREET — 1909 


had previously been seen in some years. 
The highs to date were recorded 
August 4 by the Dow industrial average, 





































































































330 ie ' EA EE A SE 330 and August 2 by the rail average. They 
! ) Pai | DEMAND for STOCKS were followed by a fairly brisk three- 
310 | a | AS INDICATED BY TRANSACTIONS | f51, session dip, approximating 7 points for 
THIN | AT RISING PRICES industrials and about 314 points for the 
RS Bag rail average. That, in turn, was follow- 
290M we 290 ed by a two-day August 10-11 snap- 
rt ! back, footing up to about 514 points for 
270 Tt] | 210 the industrial average and roughly 3 
| | points for rails. The two final trading 
sis 4 | | * sessions last week—with moderate down- 
PT tt | | | | | | | ward tendencies Thursday, moderate 
cn | a -_| | SUPPLY OF STOCKS é upward tendencies Friday and highly 
230§-+—_+___+ +--+ 1-230 mixed changes in individual stocks in 
=e oe ee ee ee both sessions—added practically noth- 

pon gram ani AT DECLINING PRICES ; ee p Cally no 
210 Ame | ee [et Jem ee Fn ei a a - ing to “the score”, except that the slug- 
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MEASURING INVESTMENT AND SPECULATIVE DEMAND 


gish and investment-dominated utility 
average did edge up by small fractions 
to a new bull market high. Currently 
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am apes pan | 165 the industrial and rail averages—still 
Bak | | | | the “bibles” of many traders and some 
“100 HIGH PRICED STOCKS investors—stand within close striking 

ines ieee 1 Ais distance of their early-August highs. 
iP Paces Since we have an established uptrend, 
= t-4 | heretofore subject only to temporary 
r L_| i |_| - and brief interruptions, and since the 
ef | Rm ey ed oe ae -) interruption in the last fortnight is not 
| oe On ee ee i visibly more significant than prior ones, 
Saree | | M.W.S. 100 LOW PRICED STOCKS the uptrend may well be resumed, per- 
240 25 - : 3 - 30 6 r 20 27 3 10 a - = ‘2 29 5 12 ~ haps before you read this analysis. But 


wie this kind of “trend presumption” will, 
of course, ultimately go wrong, since 
no trend is permanent; and it has to be 
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nearby months. There are 
positive supporting fac- 
tors, the principle ones 
being active construction and rising state and local 
governmental outlays. On the other hand, plant and 
equipment outlays are gradually shrinking, and 
business concerns in the aggregate have continued 
a policy of inventory liquidation as shown by latest 
available data. Federal spending has been cut im- 
portantly and all indications are that it will be less 
in the present fiscal year than in the one ended 
June 30, despite moves to boost the immediate and 
nearby monthly spending rate “to give business a 
little nudge,” in the words of the Secretary of Com- 
merce. The “‘nudge”’ is not likely to amount to much 
as long as a speed-up of the spending for late sum- 
mer and autumn implies a slow-down in Federal 
procurement in later months. 

Retail trade continues to run slightly below the 
year-ago level, with slight gains in demand for some 
types of soft goods more than offset by substantially 
lower volume in autos, appliances and other hard 
goods. Disposable income is moderately higher than 
a year, but a smaller percentage of it is going to 
wage workers and farmers. Thus, there has been 
some appreciable loss of purchasing power, and re- 
duction in willingness to buy, on the part of a con- 
siderable segment of the people who make up the 
so-called mass market. 

Third quarter corporate earnings figure to be 
somewhat less favorable than in the second quarter 
and the first half. Due importantly to benefit from 
EPT lapse, total earnings for the full year might be 
down by no more than 7% to 8%. That it will not 
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be worse is, of course, only negatively favorable for 
the market. Average dividends are still trending up, 
but the indicated full-year gain can hardly be much 


more than 2% to 3%. Interests rates are low, but 
unlikely to go lower. What all of this means is that 
the market has been discounting largely static tan- 
gibles on a more and more optimistic basis. 


Confidence Feeding on Confidence 


It means that confidence is feeding on confidence, 
hope on hope. Measured by price-earnings ratios, 
average dividend yields and the stock-bond yield 
spread, stocks are generally dearer than they have 
been in some years; but are not as extremely priced 
as they were at the bull-market tops of 1946, 1937 
or 1929. For the speculator, or any anyone seeking “a 
ride” for the rest of this bull market, potential op- 
portunity is within the unpredictable, but increas- 
ingly risky, zone between a medium-high market 
level and an extreme one. Those who are not long- 
pull investors and who have already “ridden” this 
rise to good profits should consider salting at least 
some of them away; and letting the late-comers in 
this market assume the increasing risks. Of course, 
profits can be taken too soon, but you cannot guess 
exact tops anyway; and nobody will go broke cash- 
ing in handsome winnings. In any case, profit-taking 
is becoming more evident. 

If new buying is contemplated, whether short- 
term, for six-months’ (Please turn to page 659) 
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WB y far the most important accomplishment 
of the Second Session of the Eighty-third Congress 
in enacting tax legislation is the abrupt reversal of 
a policy which had ruled the theories of Federal 
imposts for close to a generation of American life. 
Business men and an extraordinarily large number 
ot categories of other citizens may experience a 
gleam from the immediate savings of some $1.4 
billion in direct tax reductions—and these on top of 
much greater ones earlier in the Congress—but 
that is of far less moment than deeper implications 
of the tax legislation. 

With the advent of the Franklin Roosevelt regime, 
an entirely new theory of taxation so far as the 
American people were concerned was enthusiastic- 
ally adopted by the Congress. It was Harry Hopkins 
who conceived the startling tenet of “tax and tax 
and tax; spend and snend and spend; elect and elect 
and elect.” The then new President and most of his 
Congress and, of course, nearly all of his new Ad- 
ministration, warmly embraced this new doctrine 
as a gospel of economic salvation for the American 
people! 

It is unnecessary to rehearse here the long vears 
of unbridled spending which not only resulted in 
the imposition of inequitable taxes which burdened 
all business but ran the public debt up to a point 
almost equal to the entire national wealth. To be 
sure a war intervened and Americans never have 
been reluctant to spend money for such a purpose. 
But before war clouds appeared, it was the avowed 
objective of devising tax legislation for the primary 
purpose of levelling the economic topography. 

It was preached by Administration leaders—as it 
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By WARNER T. WILSON 
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aforetime had been preached by reformers not in- 
frequently regarded as outright socialists—that an 
innate wickedness lurked in the very idea of busi- 
ness profits. With the country making valiant efforts 
to emerge from a depression with its sorrowful train 
of widespread unemployment and business failures, 
it was not surprising that a restive populace ap- 
plauded the new doctrine. No voice was lifted to 
point out that destruction of pools of private capi- 
tal, laboriously amassed must mean a lowered op- 
portunity for employment and a costly slowing down 
of the pace of economic progress; always provided 
the American people still believed in the American 
system of controlled capitalism. 


Ending ‘‘Punitive’’ Taxes 


But, at the time the American people, or a vast 
number of them, had ceased to have full confidence 
in that system. The siren song of the New Deal en- 
chanted them and they embraced a theory of redis- 
tribution of wealth by the instrument of taxatisn, 
even though that theory so obviously was draped in 
the shabby robes of incipient communism. It was 
inevitable that the new theory of taxation, not for 
revenue but oft times avowedly for punishment of 
success, should have come to be widely accepted, 
especially when largesse was so lavishly distributed. 
Millions of voung Americans grew to voting age 
and began their participation in the conduct of 
American life who never had known any other 
theory save, perhaps, as something vaguely histori- 
cal in a departed past. 

Now, in this new tax law, Congress, at the behest 
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of the Eisenhower Administration and at the hands 
of the Congress, has ended the era of what might 
well be called the punitive tax policy and has adopt- 
ed or rather returned to the idea of Federal taxa- 
tion for revenue and, so far as possible, the assistance 
of the business community and of every individual. 
mEThe promise of the Administration has been re- 
deemed in as full measure as the Congress consid- 
ered practicable at this time. A world of analysis 
will be required to measure to what extent each new 
dause of the tax law will operate to bring relief but 
the important fact is that the direction of taxation 
policy has been changed. 
Without trenching upon partisan political discus- 
sion too much it must be borne in mind that, in 
this election year, tremendous efforts will be made 
wmto stop this reversal and turn back to the theory 
which had been followed so long. This is emphasized 
“@by the circumstance that organized labor greeted 
the approval of the tax bill by the President with 
blasts of angry criticism and charges of betrayal. 
It seems worth space to quote a few sentences 
Birom the statement issued by the American Federa- 
tion of Labor, the more conservative of the great 
smaggregations of labor unions. The Federation, 
wa through President George Meany said: “The Ameri- 
tan Federation of Labor believes the tax bill ap- 
proved by Congress is neither equitable nor economi- 
tally sound. With unemployment continuing at a 
high rate and purchasing power shrinking, the 
need for an intelligent and constructive tax policy 
which would increase mass purchasing power and 
stimulate industrial production is more urgent than 
in more prosperous times.” 


































This statement can be profitably read only by re- 
ferring back to a statement made in President 
Eisenhower’s Budget message in which he outlined 
the new tax policy which has so largely been fol- 
lowed in the present tax bill. The President then 
said concerning his recommendations: “They will 
reduce the more glaring inequities, thereby helping 
vast numbers of our people in their individual tax 
burdens. They will reduce the more serious re- 
straints on production and economic growth. They 
will promote investment which provides new and 
better methods of production and creates additional 
payrolls and more jobs.” 

One can not fail to observe that the President 
said and the Congress obviously believed that the 
tax law would do the very thing which the voice 
of labor says it will not do. The President said the 
new law would increase employment; labor says it 
will further shrink employment. This, then, only 
means that two opposite political theories of taxa- 
tion have come into conflict. It only means that, as 
opposed to the Administration desire for a balanced 
economy and a climate of freer air in which busi- 
ness can breathe, labor and those lingering New and 
Fair Deal elements which so long held the same 
views as labor yearn for a return to the former era 
of almost unlimited and debilitating taxation and 
unbridled spending on the sort of programs which 
in the period only yesterday concluded brought the 
nation to the verge of an only slightly modified 
socialism so far as collection and distribution of 
wealth are concerned! 

Adverting to the American Federation of Labor 
statement again it is set forth that “the new tax 
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forts §] 1. Jan. 1 10% cut in individual income taxes 

al (for all except those in highest brackets) 

ape Substantial portion of savings through 

d to fl lower taxes has been factor in sustain- 

api: Bl ing general consumer expenditures. 

Op- 

own ff) 2. Jan. 1 Expiration of excess profits tax 

= A major factor in maintaining corporate 
earnings, despite lagging sales in many 
instances. End of tax has necessitated 
much greater control over costs, also 
contributing to better earnings situation 

vast §) generally than had been considered 

ance fl likely. 
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-dlis- | 3. April 1 Cut in excise taxes 
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MAJOR CHANGES IN FEDERAL INCOME TAXES (1954) 


liquor, beer, cigarettes, gasoline, autos, 
trucks and auto parts. ance raised from 15% to 25%. 
= nd | 


saints “a 


Tax Change 
Omnibus tax bill | 


Date Effected 
4. Aug. 1 


The two major features affected (1) in- 
vestors and (2) corporations. 


$50 dividends now excluded from tax- 
able income and a 4% credit (from July 
1) can be taken on any additional divi- 
dends. Of considerable value to inves- 
tors, especially in the middle and upper 
brackets. (Please see table) 


Faster tax write-offs allowed for depre- 
ciation of plant and equipment. As much 
as two-thirds of cost of new plant and 
equipment can be deducted in first half 
of the property’s useful life. This com- 
pares with old provision, spreading out 
cost over entire life of the property. 
Effect is to reduce corporate tax bite dur- 
ing the period. Will increase cash assets 
but reduce stated but not “real” earn- | 
ings during period of heavy charge-offs. 


Greater liberality in permitting tax re- 
ductions in expenditures for research. Of 
great importance to companies with 
heavy research budgets. 


Special allowances for depletion in 36 
vital mining products. Depletion allow- 
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bill provides for immediate tax cuts of $1.3 billion 
in the first year, going up to $3 billion annually in 
later years. Practically all of these tax savings go 
to corporations and individuals in the high income 
brackets. The average American family will get 
nothing or only crumbs.” 


Some of the General Benefits 


In relation to this statement must be set an anal- 
ysis of what the new tax bill does for those 
very Americans who, the Federation says, get only 
crumbs. In recent years, labor has laid increasing 
emphasis upon old age and retirement benefits and 
in this field the new measure brings relief to only 
1,800,000 old people but the same rules will continue 
to apply, unless the law is again changed, to the 
annually increasing number of beneficiaries. More 
than 2,000,000 working mothers and 1,300,000 addi- 
tional dependents including parents of workers are 
advantaged by the law and then there are the 
greatly liberalized benefits, affecting some 8,500,000 
people, on deductions for medical expenditures. 


The Dividend Tax 


Critics of the law have had a great deal to say 
about the partial relief from double taxation of 
dividends. This has been especially selected as rep- 
resentative of tax relief only for the rich to the 
actual detriment of the poor. The fact is that the 
relief is very widespread among the 7,000,000 cor- 
poration stockholders of the country. The relief is 
not large in any event; it is decidedly limited but 
such saving as has been vouchsafed would seem to 
be a boon to all stockholders though those in the 
upper brackets will benefit more. 

And assuredly the tax relief brought to the army 
of installment buyers is not negligible because it is 
the wage worker who more than any other is the 
installment buyer. Easier corporation depreciation 
allowances affect more than 10,000,000 taxpayers 
and larger soil conservation deductions have been 
allowed about 500,000 farmers. So these crumbs to 
which labor’s statement refers are quite substantial, 
and so the bitter complaint voiced can only be con- 
strued as an attack not so much upon the new tax 
law and what it does as upon the entire theory of tax- 
ation which it represents. 

While no tax bill can be written without consider- 
ation of the outgo aspects of the Budget, it is wn- 
questionable that this new bill paid more attention 
to a general revision on the basis of equities than it 
did to the Treasury balance sheet. Not since 1890 
had there been a thorough revision of the internal 
revenue code. During that long period all sorts of 
inequities crept into the code especially when it is 
considered that upon the body of the law itself there 
has been grafted through administration a bewil- 
dering miscellany of Internal Revenue Bureau regu- 
lations and court decisions which have in many 
applications had the force of law. 

This ponderous volume of new law which now 
supersedes all that has gone before deals with so 
many hundreds of tax situations that only the barest 
outline of what it provides can be given but the 
important thing to be stated is the general direction 
taken. 

A question in the minds of thoughtful citizens 
is whether the President has made progress in 
carrying out his program of easing the tax and fis- 
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cal systems for the good of the country and at the 
same time provided reasonable safeguards against 
a further unbalancing of the budget with all the 
ills of inflation and debt difficulties that would 
entail. The answer seems to be that, so far as the 
present economy and the world situation permits, 
substantial progress has been made. 

To begin with, about $11 billion has been sub. 
tracted from estimate of expenditures for fiscal 
1954 which the last (Please turn to page 653) 
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The Tax Credit on Dividends 


The new 4% tax credit on dividends, which 
is in addition to the $50 exemption granted, 
will affect net income from dividends. By allow- 
ing the 4% credit to individuals in all tax 
brackets, tax relief increases progressively 
with the size of the income. This is illustrated in 
the following, which compares after-tax per- 
centage increase in net income arising from the | 
4% tax relief on each $100 of dividends for 
two taxpayers, in widely separated brackets, 
one in the 20% bracket and the other in 
the 90%: | 





TABLE | 

3 gy Reweket 

A Ss 90% 
Dividend income $100.00 | $100.00 | 
Present tax 20.00 . 90.00 | 
Remainder $ 80.00. $ 10.00 | 
4% allowance 4.00 4.00 | 
Net after tax $ 84.00 $ 14.00 
% Increase in net 5% 40% 


Note: Does not include the $50 dividend exemption. 


The above, of course, is an extreme compari- 
son. In the following, we compare tax savings 
on the new dividend credit for incomes on a 
more evenly graduated basis: 





TABLE II _ 





Dividend tax 
allowance of 4% 


Increases $100 of % increase in 
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after-tax Value of 

income to: Dividend 
$ 10,000... .. $104.00... 4.00% | 
20,000... 106.40... 6.40% hor the 
30,000... 106.75 6.75% wrant 
50,000... 109.60... . 9.60% grams 
100,000... 116.00 . 16.0% sev 
200,000 . 136.00 36% ittont 
300,000 140.00 40% the m 
to wh 
As a result of dividend tax relief, the value |} may | 
of dividends has now increased progressively opme! 
over the value of interest from bonds. Under Pre 
these conditions, the relationship between bond |] are, 
and stock prices is bound to be affected. In that |} esta}! 
case, a narrowing of the yield between stock |f tions 
and bond yields, which is already in progress, ||] to|| {: 
is likely to become more accentuated. dicati 
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Farm Price Supports— 
A Political Football? 


By FRANK L. WALTERS 


Fie agricultural situation, in the forefront 
of the news recently as a result of Congressional 
wrangling over modification of price support pro- 
grams and policy and as a result of drought scares 
in several major farm areas, is gaining increasing 
attention from business men and investors. One of 
the major questions at the present time is the extent 
to which farm income and farm purchasing power 
may be curbed through unfavorable weather devel- 
opments and lower federal price supports. 

Production of crops this year again will be very 
large, only slightly below the all-time record high 
established in 1948, despite the government restric- 
tions on wheat and cotton plantings and despite the 
toll taken by drought in recent weeks, Present in- 
dications are that output of all of the major crops, 
except cotton, will be very large and well in excess 
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of domestic and export require- 
ments. Meanwhile, livestock mar- 
ketings will be at or near record 
levels. 

Prices of agricultural prod- 
ucts, at the farm level, currently 
are about 5 per cent under a year 
ago on an average, according to 
the Department of Agriculture. 
Some individual products are 
down considerably more than 5 
per cent but these are offset by 
higher prices on a number of 
commodities. As a general rule, 
prices of livestock products are 
substantially lower than a year 
ago while those of crops are a 
little above last year. 




































































Costs Rise While Prices Decline 









































Farmers, like the majority of 
other business men, have been 
faced with rising costs of opera- 
tion during the past year. With 
costs rising at the same time that 
farm prices have been declining, 
agriculture as a whole has been 





























































































































subjected to a moderate squeeze. 
But, the situation has been far 
from uniform, For a consider- 
able number of farmers, prices 
of their products have risen 
more than has the cost of pro- 
duction. 

Furthermore, farmers have 
benefitted by one important cost 
—that of farm labor—from the 
contraction in industrial activity 
over the past vear. There has 
been a substantial movement of 
workers from industrial areas 
back to the farms. With a larger 
labor supply to draw upon, farm- 
ers have been able to get better 
help at lower prices. Farm wage 
rates now are close to two per 
cent under a year ago and the ac- 
tual cost of farm labor, with al- 
lowance for the increase in pro- 
ductivity, is off a little more. 

The deterioration in the posi- 
tion of agriculture since a year 
ago, with respect to prices received versus costs of 
production, can be measured roughly through the 
“parity ratio” computed by the Department of Agri- 
culture. In this calculation, no account is taken of 
changes in the physical volume of production and 
sales of farm products. 


























Fuel For Politicians 


On July 15, 1954, the USDA ratio of prices re- 
ceived for farm products to the prices of goods and 
services used in farm production and for farm 
family living, i.e., the parity ratio, stood at 88. A 
year earlier, the ratio was 94. A ratio below 100 
does not signify unprofitable operations for agri- 
culture as a whole, since the indices used in the 
compilation of the ratio are deliberately “loaded” 
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Crop Estimates 
(Thousands of Units*) 
August 1 Final Average 
CROP: Indicated 1953 1943-1952 
Corn 2,824,078 3,176,615 3,057,464 
Wheat, all 977,537 1,168,536 1,121,506 
Winter Wheat 775,900 877,511 832,977 
All Spring Wheat 201,637 291,025 238,529 
Durum Wheat 12,436 12,967 35,486 
Other Spring Wheat 189,201 278,058 253,044 
Soybeans 303,577 262,34: 230,649 
Cotton, bales 12,680 16,465 12,448 
Oats 1,529,283 1,216,416 1,316,359 
Barley 372,648 241,015 274,955 
Rye 23,291 17,998 22,159 
Flaxseed 46,244 36,813 37,232 
Rice, 100 Ib. bags 61,360 52,529 37,022 
All Hay, tons 101,2 6 105,300 101,959 
Potatoes 344,581 373,711 409,027 
Tobacco, lbs. 2,105,021 2,057,221 2,033,432 
Sugarcane, tons 6,844 7,661 6,458 
Sugar Beets, ton 13,195 12,084 9,877 
Hops, lb. 43,362 41,803 53,686 
*Note: Units in bushels except where otherwise noted. 








through the choice of abnormal base periods. 

Farmers as a whole, despite the evidence of the 
parity ratio, still are doing comparatively well. 
Nevertheless, the decline in the parity ratio, mis- 
leading as this computation may be, has provided 
fuel for the political ‘friends of the farmers” in 
bitterly combatting the efforts of the Administra- 
tion to reduce federal price supports to a more 
sensible and rational] basis. 

During the early post-World War II period, when 
prices of farm products were sky-rocketing as a 
result of inflation and huge foreign demands while 
increases in costs of production lagged far behind, 
the USDA parity ratio rose to far above 100. This 
was 4 lush period for farmers, one that is unlikely 
ever to be repeated except in the unfortunate event 
of another major conflict. 

In this early postwar period, farmers paid off their 
outstanding debts and mortgages and bought new 
automobiles, much new farm machinery, furniture, 
and household appliances. New farm buildings and 
homes went up as never before in history. Stories 
circulated of farmers buying two and three expen- 
sive cars at a time and of farmers’ wives buying 
two expensive fur coats at a time. Although such 
cases were rare, if they occurred at all, they do 
illustrate the extremely high levels of income that 
farmers enjoyed for a short time. 

It has not been easy for farmers to come down to 
earth and accept the fact that Christmas does not 
come 3865 days in the year. For some marginal farm 
operators, the transition to a more normal relation- 
ship between selling prices and costs of operation 
has been difficult, and it is largely such operators 
who have been bending the politician’s ears. 


High Supports On Way Out 
There now is no doubt about the fact that high 
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government supports for farm products, adopted 
early in World War II to stimulate needed large. 
scale crop output for ourselves and our allies and 
continued ever since as political rather than eco- 
nomic expedients, are on the way out. Prior to the 
war, government loans on farm products were set 
at 55 to 72 per cent of parity and seldom approached 
the latter figure. During and since the war, the more 
important farm products have been supported at 
90 per cent of parity. The new price support level, as 
just passed by Congress is 82.5-90% on the five 
major crops. 

Parity, according to the definition adopted by 
Congress, represents a “fair” price for both farmers 
and consumers although, as a matter of fact, it rep- 
resents an abnormally high level as a result of de- 
liberate manipulation of base periods used in its 
computation. 

The Agricultural Act of 1949 established govern- 
ment support levels at 75 to 90 per cent of parity, 
but the “sliding scale” support provisions of the Act 
never were permitted to go into effect since Congress, 
in order to palliate the farm vote, turned around and 
decided to continue 90 per cent supports through 
the 1954 crop periods. 

The Administration farm program embodies slid- 
ing scale support provisions, as in the new law but 
recognizes the difficulties in reducing support levels 
quickly for 1955 and later crops. Allowance is made 
for gradual reductions in support prices over several 
years. In addition, provisions are made for “insulat- 
ing” portions of the present large surpluses of farm 
products and for stimulating exports. 

There is no intent to force, through lowering of 
support levels, any sharp contraction in farm prices 
and farm income. Nevertheless, the Administration 
quite obviously favors, as a long range principle, 
the eventual restoration of supply and demand as 
the determinants of farm products prices, with gov- 
ernment supports restricted to emergencies. This is 
in line with its policy of getting the Government out 
of business. 

The alternative to gradual lowering of federal 
supports for farm products and the restoration of 
free markets in line with the American tradition of 
free enterprise is government control of production 
and marketing. 

As a matter of fact, we have been faced in recent 
months with the economic necessity of either aban- 
doning high supports or adopting complete socialistic 
controls over farm production and distribution. 

Government high level support programs actually 
have all but broken down as a result of continued 
overproduction and the accumulation of huge sur- 
pluses in government hands. The arguments pro and 
con high supports have not been academic. 

On June 1, the Commodity Credit Corporation 
held—as a result of accumulations from various sup- 
port programs of recent years—$3,461 million worth 
of farm products. In addition, the CCC was financing 
loans on $2,648 million worth of 1953 crop farm 
products, most of which the agency eventually will 
have to take over and hold. The cost of storage alone 
on this huge operation run into many thousands of 
dollars daily. 

This is not all, however. The Corporation still is 
supporting, through loans, prices of a number of 
1954 crops and is engaged in direct purchase support 
programs for a number of others. 
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Efforts have been and are being made to move 
gut some of the huge stocks held by CCC, but the 
results have not been particularly successful. Sales 
have been made, for export, of butter, cottonseed oil, 
jnseed oil, etc. at considerably less than prevailing 
market prices, representing distinct losses to the 
Corporation. These low-priced sales have tended to 
witrage domestic consumers, have disturbed cus- 
iomary commercial exvorts, and have created ill will 
among foreign producers of similar commodities. 


Sharp Production Restrictions Loom 


The Department of Agriculture, as a result of the 
tremendous accumulations of wheat and cotton, was 
forced to invoke sharp acreage reductions for the 
1954 crops of these. The resultant cutbacks in pro- 
duction have not been sufficient, however, to obviate 
the necessity of continuing acreage restrictions for 
1955 crops. 

Farmers have created additional problems through 
utilizing many of the acres diverted from the pro- 
luction of wheat and cotton to the production of 
ther crops. This diversion, in turn, has tended to 
rreate surplus problems in a number of the minor 
‘rrops, notwithstanding the fact that drought and 
droughty conditions during July, continuing into 
August in some areas, have resulted in considerable 
ontraction of the 1954 production potential. 

The accompanying table, showing USDA crop 
stimates as of August 1 in comparison with pro- 
duction last year and the ten-year average, illus- 
trates where these shifts have occurred. 

Consideration is being given in Washington to 
invoking “cross compliance” in connection with 
scheduled acreage restriction programs for the major 
tops in 1955. Farmers complying with the acreage 
restrictions on wheat, cotton, etc., would be pro- 
hibited from using the diverted acres for the produc- 
tion of other cash crops, under the penalty of losing 
the right to use the CCC price-supporting loans 
and possibly being liable to fines. 


Reduced Production and Income Ahead 


Production curbs, it will be noted, are being ex- 


tended at the same time that federal price support 
levels for farm products are being lowered. In view 
of the huge surpluses, present and prospective, there 
is scant possibility that prices will rise sufficiently 
to offset the scheduled reduced levels of farm pro- 
duction, On a number of crops, prices currently are 
above their true supply-demand determined values 
and are only being sustained at these uneconomic- 
ally high levels via government supports. 

The decline in farm income, under way for the 
past few years, is likely to continue through 1955 
at least. The decline could be reversed, of course, in 
the event of a substantial upturn in industrial ac- 
tivity and resultant substantially increased national 
income. Fresh inflationary stimuli of a major nature 
also would tend to lift farm income. But, neither 
of these appears to be particularly likely. 

By the same token, the slow decline in farm in- 
come could be accelerated in the event of further 
contraction in industrial activity and employment 
or by the development of a deflationary commodity 
price spiral. Neither of these seems likely, either. 

The large foreign outlets for their products that 
farmers enjoyed during the early postwar years are 
gone, now that agricultural production abroad has 
increased so greatly, and it will be difficult to hold 
even present reduced export levels. The necessity 
of reducing production of most crops—with the ex- 
ception of cotton, perhaps—to somewhere near a do- 
mestic consumption basis is only too obvious, But, 
it is not an easy transition for American farmers. 

Nevertheless, there is little likelihood, considering 
both the economic and political implications of 
sharply reduced farm income, that Washington will 
permit a rapid decline in farm income if it is at all 
possible to check it. 


Livestock Production High 


Cattle numbers are at all-time record high levels, 
and hog numbers have been increased after several 
vears of steady reduction. Feeding operations for 
these animals have created high level demands for 
corn and other high protein feeds. Both cattle and 
hog prices have been on the skids recently as a re- 
sult of heavy marketings, (Please turn to page 654) 
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4, is not surprising that 1954 gives promise of 
adding a considerable number to the already long 
list of companies that have split their shares since 
the end of World War II. Every prolonged rise in 
the market since that time has produced its own 
crop of stock splits, the present being no exception. 

So far this year, up to August, 22 listed companies 
have split their shares, or are about to do so, after 
obtaining approval by their stockholders. This alone 
is almost equivalent to the 23 companies that took 
similar action in the full year of 1953. It can be 
reasoned from the showing to date that 1954 will 
probably beat 1953 by a wide margin, with respect 
to the number of stock splits, although the second 
half may not quite measure up to the first half. 

Generally, stock splits are fewer in the final half 
than in the first because they can only be authorized 
by stockholders, after recommendation by directors, 
and since most stockholders’ annual meetings take 
place in the earlier part of the year, and important 
decisions are made then, it is normal that there 
should be a higher percentage of a year’s stock splits 
in that period. In fact, to declare a stock split toward 
the end of the year would mean the convening of a 
special session of stockholders, and most manage- 
ments prefer to avoid such extraordinary sessions. 

With 22 companies having already taken action, 
however, it is likely that the full vear’s total may 
reach somewhere between 35 and 40. This would be 
a considerable increase but one that might be ex- 
pected in view of the powerful and prolonged surge 
of stocks since last year. 

As a matter of record, we give the number of stock 
splits (listed companies only) since 1945: 


1946 74 1951 49 
1947 48 1952 35 
1948 30 1953 23 
1949 17 1954 (est.) 35-40 
1950 33 


Long-standing readers of the Magazine, of course, 
are familiar with the reasons for stock splits. For 
newer readers, who may be unfamiliar with the sub- 
ject, we should like to take this opportunity of pre- 
senting, in brief, the basic considerations which lead 
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By HENRY L. BLACKBURN 


managements to recommend to their stockholders 
the splitting of their companies’ shares. 


Objectives in Splitting Shares 


Primarily, the objective in splitting shares is to 
gain wider distribution of public ownership. This is 
accomplished, via the stock split, which may be 2 or 
3 for 1, or some other basis. Thus, the price of the 
shares is brought within reach of the great investing 
public, most of which feels that it cannot afford to 
buy high-priced shares. Since the split of a stock 
automatically brings the price down proportionately, 
the issue at the now much lower prevailing prices 
becomes more easily available to intending buyers. 

The increase in public ownership of shares pos- 
sesses several distinct advantages for management. 
First, it creates a broader base for future financing 
with the inevitable increase in the number of stock- 
holders. Second, it may improve public relations and, 
of course, can increase the number of customers from 
among the stockholders, who would naturally like 
to favor their company, if possible. Third, it helps 
diminish labor antagonism as the increase in the 
number of shares automatically reduces the stated 
per share earnings and is, therefore, counted on by 
management to attract less unfavorable attention 
by hostile elements. This is purely psychological, of 
course but does play an undeniable role in the cal- 
culation of management. Incidentally, one of the 
chief reasons for recent splits among aircraft stocks 
has been the desire to turn public attention away 
from their admittedly huge earnings. It is a fact, 
strange to say, that people are more influenced by 
figures relating to per share earnings than they are 
to net income, as such. Since many aircraft workers 
are now shareholders in their companies, especially 
after the splits, they are as much influenced by that 
circumstance as by their membership in the labor 
unions. 

From the investor’s viewpoint, the splitting of 
shares is also desirable since it offers a steadier 
market than when the supply is more limited. High- 
priced stocks often fluctuate widely, but the lower- 
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priced shares, when the result of increased outstand- 
ing stock through split-ups normally move within a 
much narrower range. This is a not inconsiderable 
penefit to both buyer and seller. 

Finally, from the practical viewpoint, the owner 
of shares that have been split is likely to find his 
cash dividend increased after not too long a wait. 
At any rate, most companies which have split their 
shares in the past few years have raised their cash 
dividends as well. 

For the past few years, when the occasion seemed 
suitable, we have from time to time, presented lists 
of stocks that, in our estimation, were likely candi- 
dates for stock splits. Modesty should not prevent 
calling attention to the fact that the majority of our 
selections, in due course, justified our expectations. 

In the present feature, we have selected 15 com- 
panies which we believe are in a position to split 
their shares. In some cases, as might have been ex- 
pected, after their long market rise, the shares have 
already more or less discounted the potential stock 
split, and it is advised that purchase should be de- 
ferred until a worth while reaction brings them to a 
more attractive price level. Nevertheless, a number 
of the issues presented still seem to possess potenti- 
alities for appreciation and these have been specially 
marked in the table. 

A brief analysis of each of these selected stocks 
follows: 


BORG-WARNER CORP. The consistent accumu- 
lation of post-war earnings over dividend payments 
places Borg-Warner directly in line for a stock split. 
Since 1946, including the first half of this year, earn- 
ings have amounted to the impressive total of $79.60 
a share on the common stock, against which only 
$32.75 a share have been paid out in dividends, a con- 
servative payout ratio of 4%. With approximately $47 
ashare either ploughed back into the company or add- 
ed to working capital and reserves, it would seem indi- 
cated that even the substantial rise in the price of 
the stock from a 1946 average of around 48 to cur- 
rent prices of around 84 has neither full discounted 
the basic earnings trend or the massively heightened 


financial position. This would seem all the more evi- 
dent in view of the fact that there has been no 
change in the common stock outstanding since 1946, 
the figure remaining at 2,395,666 shares, excluding 
117,648 shares held in the treasury. The authorized 
number of shares remains at 3,000,000 which in- 
cludes 150,000 shares reserved for options to key 
employees. Options expire June 30, 1958 at a price 
of $68.75 each. A stock split, obviously, would de- 
mand raising the amount of authorized common 
stock, requiring a special stockholders’ meeting. 
Properties have been added to by acquisition and 
organizational changes have been effected producing 
greater operational economies. While the company 
is basically engaged in the manufacture of parts 
for the automotive industry, with a very wide range 
of products, it has also been increasing percentage 
of aircraft accessories production. It is, of course, a 
leader in household equipment, with a strong posi- 
tion in electric refrigerators and air conditioning. 
The indicated yield, based on the $5 dividend (regu- 
lar dividend rate $4) is about 6% on the current 
price of about 84. A split up of 2-for-1 could support 
a regular $3 dividend rate without difficulty. 


CHICAGO, ROCK ISLAND & PACIFIC R.R. CO. 
Since completion of reorganization in 1947, the Rock 
Island has developed an earning power that in the 
seven and one-half years to June 30, this year, has 
piled up net income equal to $69.70 a share for the 
common stock. Within this period only a little more 
than 37%, or $26.25 a share have been paid out in 
dividends, leaving $43.45 a share of common to be 
added to working capital or reserves and to partially 
cover expenditures for improving road and yard 
efficiency, including complete dieselization. As a 
matter of fact, gross capital expenditures in the 
years 1949 to 1953 totaled $131 million while the 
common stock equity increased from $137.12 a share 
on Jan. 1, 1948, when the reorganization plan actu- 
ally went into effect, to $188.64 at Dec. 31, 1953. 
Meanwhile, Rock Island, with the lightest debt load 
of any of the major rail- (Please turn to page 654) 






































15 Potential Stock Splits 
ae es Se ae 1954 
Price Range Earnings Div. Earnings Div. Ist Half 
1953 Per Per Per Per Per Share Recent 
To-Date Share Share Share Share Earnings Price 
Allied Chemical & Dye 99-62 $ 4.55 $ 3.00 $ 5.10 $ 3.00 $ 2.563 95 
Bendix Aviation 85-50 7.22 3.75 8.20 3.00! 4.906 82 
Borg-Warner* 91-64 9.33 5.00 9.77 5.00 4.05 86 
Chicago, R. |. & Pacific* 77-59 12.87 4.60 15.36 4.50 4.22 72 
Cities Service 106-70 12.67 5.00 13.05 5.00 6.05 93 
Corning Glass Works 125-70 3.77 2.00 4.66 2.00 2.444 121 
Eastman Kodak 63-41 2.74 1.80! 2.86 1.80! 707 59 
Ex-Cell-O ..... 72-35 6.75 2.001 7.05 2.00! 5.70 70 
General Foods . 80-50 4.31 2.40 4.66 2.65 1.895 75 
Goodrich, B. F. 103-60 7.60 2.65 8.16 2.75 2.047 98 
Mid-Continent Petroleum 90-55 8.39 4.00 7.75 4.60 2.077 83 
Reynolds Metals* .. 79-42 8.72 1.00! 10.15 1.00! 5.07 79 
Sperry Corp* : 73-35 6.75 2.00 7.57 3.00 5.56 75 
Standard Oil of Indiana* r ‘: 83-65 7.81 2.50- 8.11 2.50° 3.44 78 
Texas Gulf Sulphur ” 110-78 7.52 7.00 7.35 5.00 4.65 102 
1_Plus stock. 5—Quarter ended 6/30/54. 
2—Plus 1 share of S. O. of N. J. for each 50 shares of S. O. of Ind. 6—6 months to 3/31/54. 
3—Includes $0.32 per share from sale of investments. 7—Quarter ended 3/31/54. 
424 weeks ended 6/20/54. *—Room for further appreciation in pre-stock split period. 
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TRADE AND AID? 


By “VERITAS” 


“CREEPING UMT”, is the description congressional 
critics have coined for the Pentagon military man- 
power program involving extension of the selective 
service act and a compulsory hitch in the reserve 
corps for men who have completed their training. 





WASHINGTON SEES: 


Out of the 1954 session of Congress has come 
the basic design for future foreign aid programs 
and the helter-skelter spending of other years 
will be halted in favor of a more orderly system. 
For a full decade of post-war existence, Congress 
has been waiting for beneficiary countries to get 
back on their feet, threatening to accelerate 
that result by cutting aid, and then being fright- 
ened into billion-dollar appropriating by rumblings 
of new Soviet territorial aims, decision that elec- 
tions in foreign lands must be brought away from 
Red candidates, and the very practical realization 
that weak allies are no allies. 

To cut anything out of foreign aid required a 
large measure of independent thought in a re- 
publican-controlled congress. President Eisenhower 
had made it clear that assistance to less-fortunate 
democracies is one of the rocks on’ which United 
States security is built, and he asked that nothing 
be done to encourage those nations in the thought 
that their immediate welfare might be found within 
the Soviet orbit. While congress admittedly did 
little reducing, the fact of major importance is 
that nobody wanted to give more, or even to 
level off on the basis of former years. And the 
lawmakers for the first time weighed new appro- 
priations in the light of backlog of authorized 
but unexpended aid funds. The downward move- 
ment was not attuned to criticism of other coun- 
tries; it recognized that spending must be curbed, 
eventually slashed. Most important, perhaps, was 
the fact that the White House did no hand- 
wringing, conceded the appropriation provides a 
“livable” sum, and thus did its compromising 
along sensible and practical lines. 
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Emphasis on the reserve expansion rather than a 
ballooned standing army is the essential difference 
between what is projected and what retiring Assis- 
tant Secretary Hannah had pictured. But whatever 
is done, new legislation will be necessary. That 
means that ultimate responsibility will be in con- 
gress. Which seems to make current complaints 
premature. 


CLASSIFICATION of secret government documents 
evidently comes as close to the McCarthy idea of 
no protection at all as it does to the idea of essential 
national security, which the classifiers would tag it. 
Disclosure that Harry S. Truman could so readily 
make a campaign document out of secret materia! 
shows how political urge or honest mistake might 
imperil defense. Either the 1952 report on Korea 
troop withdrawals shouldn’t have a top secret tag 
to begin with and McCarthy’s basic premise is right; 
or congress should lose no time tightening up the 
rules for thaw-out, invading Presidential preroga- 
tive if necessary. 


CLASH over trade vs. aid issues has been intensified 
by the Presidential order increasing tariff duty on 
Swiss watches. The U. S. Tariff Commission had 
explored the subject of watch competition most 
thoroughly, documented its finding that the domestic 
industry was being critically undercut. It was basic- 
ally a matter of mathematical computation. Every 
industry was being critically undercut. It was basic- 
imports. It’s a matter of degree, differing with each 
commodity. The Swiss watch order bases on no rigid 
formula. While slight, the foreign aid funds cut 
traces in part to: “Why aid, and trade, too?” 


PARTISANS of the Eisenhower Administration whose 
major interests in Ike’s legislative program included 
re-examination of the Taft-Hartley Act may yet be 
thankful to the senate democrats who massed their 
voting strength to return proposed amendments to 
committee. By NLRB orders, changes are coming 
about: return of large jurisdiction to states; declar- 
ing small and medium operations intrastate; and, 
latest, rule that an employer may discuss unionism 
with individual workers without violating the law, 
provided coercion to stay out of a union is missing. 
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Members of congress stormed White House doors 
and kept the Executive Office telephones jangling when it 
became known that John A. Hannah had used his retirement 
as Assistant Secretary of Defense as a backboard for 
sabre rattling. Deeper implications than the political 
ineptness bothered Washington in the wake of Hannah's 
forecast of a 6.1 million man army "geared to all-out 
war with Russia." Added to its inaccuracy were the 
facts that the assertion quarreled with the "new look" 
defense, conjured up in the minds of parents another 
prospective manpower exposure to enemy fire, and made it 
appear that the generals, anxious to have men to lead 
and officer promotions to hand out, had taken over at 




















the Pentagon. 

The White House took the unusal step of 
issuing formal denial. It was shown that Hannah 
was speaking on the basis of but fragmentary informa- 
tion, discussing matters not yet settled within the 
Jational Security Council. He took it upon himself to up by a quarter-million men the 
wutside limits of the prospective standing army, created without warrant a 2 million- 
nmber reserve, and federalized the national guards of militiamen who operate under 
state regulation except in time of national emergency. Republican candidates for office 
read the statement with unbelieving eyes. In an election year! 




















President Eisenhower said the continuing study of manpower is being re- 
examined, nothing more. It was obvious that the White House had been embarrassed. 




















lied into the question whether the United States maintains a huge marching army or not 
are issues that extend to foreign aid and the future of American industry, to name 

two important ones. Ike has discouraged wild thinking of push-button warfare, but has 
placed emphasis on mechanical warfare -= speedy, hard-hitting striking power. Foreign 
aid and friendly nation pacts are built on these promises, tacit or expressed. Little 
wonder that the President waited only minutes to set the record straight. 











The White House, at the suggestion of Civil Service Commissioners, has taken 
party committeemen off the hook, assumed full responsibility for the fact that federal 
appointments and jobs. haven't been seeping down to the precinct level. After 20 years 
away from the trough, “organization" men were job-hungry, impatient at the fact 

that the spoils were not more rapidly and widely handed out. Ike brought into the 
Ixecutive Department many of his military personnel ideas, chiefly that the generals 
tan be shifted about or displaced but the sergeants are essential in their present 
positions. Accordingly, Cabinet officers and other "name" personnel went, the lower 
echelons were disturbed only to the extent of writing out their terminal leave (sever- 


ance) pay, letting the surplus go. 





























There was one departure from that principle. Early in his political career 
and under bombardment from the professionals, Ike issued an order that top level 
appointments and promotions would require GOP clearance. This placed all jobs paying 
$9,600 or more within the reach of the patronage boys. Now, the President has signed 
anew directive; an order which places beyond the political grab, jobs subject to 
tivil service appointment and promotions of genuine career appointees. 














Actually few had obtained posts or advancements under the original. Reason 
vas that the CSC resisted on the ground of probable illegality and no one in high 
ffice cared to risk asking congress to rewrite the law and provide larger cuts of 
patronage pie. And if anybody had, Ike probably would have vetoed the legislation. 
Protection of tenure for civil servants was one of his campaign declarations, 
repeated many times since he took over at the White House. This required courage. 
Especially in view of the demonstrable fact that federal payrolls are stacked over- 
whelmingly with New Deal and Fair Deal appointees, most of them with simulated civil 
Service ratings -- no examinations taken. 
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Suggestion by the Interior Secretary that the federal government get out of 
several lines of production, some of them affecting stockpiling of strategic materials 
has marshalled Capitol Hill opposition. It probably was expected; possibly was cal- 
culated to do just that. Congress repeatedly calls for end to competition with 
private enterprise, always with broad oratorical flourishes, then presents a solid 
front of opposition when bureaus present specifics. The Secretary of Interior sug- 
gests that his office no longer manufacture helium, titanium, and zirconium. The 
helium monopoly would be sold, private enterprise would be encouraged to expand in the 
other areas, competition being withdrawn. Federal mine inspection having been under at- 
tack from its inception, Secretary Mc Kay suggests it be sent back to the states. 
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Some of the leading evangels of private enterprise are saying afirmno. Congressmen 
responsive to mine union demands and who have echoed the complaints against the U.S. 
Bureau of Mines now are talking out of the other side of their mouths. It is sig- 
nificant that the Secretary brought out the idea too close to adjournment date to 
permit enactment of legislation where it is needed, call his hand. Without risking any 
upset in existing practices, Mc Kay has opened the door to the private enterprisers, 

now watches them squirm. 

















Preview of what the lawmakers will do if the larger and more precise question 
is presented to them, came with house committee action on H.R. 9835. This is a bill to 
institute the outward march of the federal government from 100 lines of business, or 
services, in which it competes with private operators. No argument was made that Uncle 
Sam does it better than John Q. Taxpayer in most instances; in a few, notably military 
Post Exchange stores it was contended that the lower prices military personnel and their 
families pay, is part of the compensation they receive; that they need pay raises if 
the stores are closed. 


























Straight-faced and with all the formalities that attend the approval of 
legislation seriously intended to accomplish some good, the house committeemen passed a 
bill declaring against the type of competition under assault, but adding this proviso: 
"Nothing herein contained shall apply to any government business-type operations being 
carried on on the effective date of this act or to any government business-type operation 
heretofore or hereafter specifically authorized by congress." Automatically, the 
government would go out of business except as to those types of business it now is in, or 
those it decides to go into. 






































The threat of White House reprisal against republican candidates for re-elec- 
tion whose vote records show departure from the Eisenhower legislative program is being 
lifted. By mid-campaign time it will be gone. The President had said he would not 
interfere in primary fights, and he hasn't done so; he said he would ask for election of 
republicans in the broad sense, but not in individual cases, but that has gone overboard. 
Flat indorsement of Joseph T. Meek, GOP hopeful for the seat of Senator Paul Douglas of 
Illinois, broke the ice. Meek is in the same position as about 15 others who are repub- 
lican nominees, not now in office, and therefore with no vote record by which they may 
be measured. 





























graphs showing the President extending a congratulatory handshake, will come wholesale. 
It is available not only to those who have consistently backed the Eisenhower Plan but 
also to those who have opposed many parts of it, provided the aspirant hasn't been a 
"consistent" dissenter. Under that measurement, Senator Joe McCarthy would be near the 
top in Ike's favor; he has voted for more White House propositions than many of his 
colleagues. Senator Flanders, for example. But Joe isn't running this time and neither 


























a favorable nod. 





This can only be surmised, but irpression in the Capital is that the President 
has been told, and realizes, that he may be taking in unwarranted territory when he 
abrogates to himself the right, to say whom the states and congressional districts shall 
pick to represent them in congress. 
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ie status of Western Europe’s recovery 
may appear somewhat contradictory at times. Busi- 
nessmen returning from abroad are generally im- 
pressed by the tremendous progress that Western 
Europe has made in the last few years and how 
well fed and well clothed the Europeans are in com- 
parison with a few years ago. One reads of new con- 
struction and industrial activity reaching new all- 
time records. The dollar shortage seems to be a 
problem of the past and Western Europe is accumu- 
lating gold and dollars to the tune of almost $2 
billion a year. European goods are freely offered 
the world over and in many lines have again taken 
over the field. 

This is one side of the picture. On the other hand, 
many other equally informed people, one of them 
Mr. Harold E. Stassen of the FOA, testified not so 
long ago before congressional committees that West- 
ern Europe still needs our help if she is to be per- 
manently rescued from international communism. 
For seven years now, the United States has under- 
written Western Europe’s economic recovery—two 
years longer than General Marshall, when Secretary 
of State anticipated. 

Meanwhile convertibility for major West Euro- 
pean currencies—a move that would help to re- 
establish multilateral trading throughout the free 
world’s orbit and stimulate the flow of international 
trade—appears to be still far off, although most 
European countries, judging by the state of the 
International payments positions, would greatly 
benefit from it. One can but conclude that either 
Western Europe is not quite ready to expose herself 
to American competition, or that she simply is re- 
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luctant to give up the advantages that membership 
in the sterling area and in the European Payments 
Union bestows. 

Contrary to all expectations, Western Europe has 
not only weathered a business recession in the 
United States, which to be sure has been a mild 
one but, as will be seen, has helped, strangely 
enough, to keep it from spreading. 


Europe’s Comeback as a Consumer 


Following the outbreak of the Korean war, when 
it was necessary to free national resources for de- 
fense activity, most of the Western European coun- 
tries restricted imports for consumption, although 
the wartime-deferred demand for goods was far 
from satisfied. As a result industrial activity in 
Western Europe as a whole declined in 1951 and 
1952, while in the United States it continued to 
establish new records. 

The reversal of these trends came in the spring 
of 1953, when the end of hostilities in Korea per- 
mitted a return to more normal peacetime condi- 
tions. In this country, the readjustment brought on 
unemployment and a general slackening of business. 
In Europe, the opposite occured. Return to a more 
normal situation meant a great revival in Western 
European consumption industries—a revival that 





Economic recovery in West Europe is proceeding at a rapid pace 
and has stimulated an astonishing degree ef modernization of 
plant and equipment of the most modern design. Europeans are 
now learning fast from American techniques. The photo above 
shows French workers building giant 100-ton dynamos in France’s 
largest electrical construction plant at Belfort. 
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Western Europe: Gold and Dollar Balances 


(in millions of dollars) 





Dec. Dec. Dec. Dec. May 
1947 1950 1952 1953 1954 














Austria! 5 42 91 191 234 
Belgium 741 727 833 910 902 
Denmark 85 77 101 127 123 
France 716 784 916 1,006 963 
West. Germany 90 222 691 1,226 1,457 
Greece 48 33 57 11 119 
Italy 211 571 655 812 828 
Netherlands 375 505 747 980 1,022 
Norway 131 94 160 170 178 
Sweden 164 205 275 336 340 
Switzerland 1,802 2,023 2,064 2,132 2,098 
Turkey 208 164 151 157 153 
United Kingdom 2,079 3,300 1,846 2,518  3,0172 
Total 6,655 8,747 8,587 10,676 11,434 
1_Balances in U. S. hands only. 2—June, 1954. 

















sent industrial production indexes in practically all 
countries, with the exception of France and Bel- 
gium, to new peaks. This industrial revival has 
continued through this summer and holds prospects 
of continuing in the months ahead. 

One consequence of this great rise in Western 
European industrial activity and consumption—in 
which the gains of Germany, the Netherlands, and 
Austria were the most conspicuous—was the rising 
demand for raw materials and foodstuffs at the 
time when the demand from the United States was 
falling off. This almost perfect timing has kept 
commodity prices fairly firm (the exception was 
non-ferrous metals). The purchasing power of raw 
material producing countries has thus been kept 
from deteriorating, and the snow-balling effect that 
American recessions usually had in the past, was 
avoided. 


Marshall Plan Balance Sheet 


Without Western Europe's timely intervention in 
commodity markets, the cost of the American in- 
ventory recession in 1953-54 would have been much 
greater in terms of unemployment and the loss of 
purchasing power. In this instance, the 


be rememberd, was a rather difficult year with poor 
crops and the gold and dollar reserves nearly ex. 
hausted, Western Europe has staged a comeback 
that could be called dramatic. Her industrial pro. 
duction has more than doubled, and in certain coun. 
tires—Western Germany and Austria trebled. Agri. 
cultural production is now about 60 per cent highe; 
than in 1947-48. 


Impressive Recovery of Free Europe 


Even comparisons with the prewar situation 
while less striking are impressive enough. Present 
industrial production of Atlantic Europe is about 
40 to 45 per cent above 1938, while agricultural 
output is about 25 per cent greater. Considering, 
however, that Western Europe’s population in. 
creased some 31 million in the fifteen year period, 





1938-53, or by 11 per cent, the per capita agricul- 
tural output appears to be only slightly higher than 
prewar and industrial production about 25 per cent 
higher. In general, Western Europe farmers and 
working classes are probably better off than pre. 
war, but this cannot be said as yet by any means 
about the middle class. 

The economic situation in Western Europe varies 
greatly from country to country as will be seen from 
the country summaries below. It will be noted that 
most of the problems facing these countries, such 
as increasing productivity of their industries, the 
re-orientation of their foreign trade, and currency 
adjustments, are of long-range nature and have to 
be solved by action at home rather than by external 
aid from the United States. 


Country Surveys 


Austria: The country has made a tremendous 
progress during the last three years in which it 
switched from a socialist-welfare economy to a free- 
market economy. The chief problems are: (a) Re- 
orientation of trade from East to West which may 
require the development of new export products. 
(b) Absorption of unemployed without resorting 
to inflationary financing. The Austrian Government 
is striving to raise the low productivity of export 
industries chiefly by (Please turn to page 656) 











Marshall Plan, which cost the United 
States something like $16 billion from 
the middle of 1948 up to the middle of 


Industrial Production in Western European Countries 


(1948 = 100) 





1954, has more than paid for itself. The 
aid represented about one-fourth of net 


1938 1947 1950 1951 1952 “1953 1954 





investments made by Western Euro- Austria 1081 64~—Ss158)—Ss«a179's«*é181sid8K42 SiC. 
pean countries in this period. Belgium 82 93 102 8 114 4114 121 June 

Moreover, had it not been for Mar- Denmark 90 119 120 114 «+2+118 129 May 
shall aid, it is doubtful that Western Finland 75 88 113 131 124 127 138 Apr. 
Europe could have withstood the strain France 90 8 11 125 4131 44127 «+142 # May 
of rising armaments following the out- West. Germany® ssi 562, ««100'—i«=é119''—=‘=za128-s'i‘i4OCOSdSB®~— May 
break of the Korean war. As it happens, Greece 92 151 171 171 193 157. May 
the NATO countries are spending for Ireland 76 91 129 133 124 137° 133° = Mar. 


their defense about twice as much as in Italy 
1950 without apparent strain on their Netherlands 


economies. In 1955, they are expected Norway 74 81 113 4121 «122 127° «+130 #8 May 
to spend $12 billion on their military Spain 98 109 115 133 148 153 ~~» Dee. 
establishment a remarkable achieve- Sweden 67 94 108 113 «+40 111 122. +=May 
ment, considering that Western Eu- Turkey 64 7 15 WS 139 149 «tt... 

rope’s per capita income is only one- United Kingdom 86 90 114 %W7 114 121 131 )=©May 


101 96 127 144 146 161 176 Apr. 
89 83 123 128 130 144 152 May 











third of ours. 
Compared with 1947 which, as will 
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What 2nd Quarter 


Earnings Reveal 
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Part 2 


profits held up comparatively well 
during the second quarter, due, as we have seen, 
in the first part of this analysis published last issue, 
to two factors chiefly: (1) disappearance of the 
excess profits tax which has been of particular bene- 
fit to steel, aircraft, machine tool industries, and a 
host of miscellaneous companies, and (2) to import- 
ant savings from the elimination of high-cost oper- 
ations. 

It should not be assumed from this favorable 
record of earnings that the trend will be continued 
through the third quarter. While data on current 
operating conditions of leading industries 


— Looking to 3rd and 4th Quarters — 


By WARD GATES 


have been uniformly lower for the first half. 

From present indications, auto production during 
the third quarter will be cut back some 20-25%, de- 
pending on the manufacturer. The attempt here is 
to reduce new car inventories to manageable propor- 
tions, in respect to which some progress is being 
made. The industry is awaiting a more balanced in- 
ventory situation, preparatory to the model change- 
over which is about to get started. Based on these 
conditions, it may be expected that earnings of the 
auto manufacturers will be considerably lower in 
the September than in the second quarter. 





is necessarily limited at this writing to 
only the first few weeks of the September 


BILLIONS OF DOLLARS 





quarter, it is indicated from news reports 
emanating from industrial centers that 
lower production schedules are in force 
in basic industries and that these will be 
continued until after Labor Day. On this 
basis, third quarter earnings reports are 
not likely to be as satisfactory as in the 
preceding period. It is, of course, possible 
that this more or less seasonal reversal in 
production trends will be short-lived but 
this will be too late to affect the third 
quarter. 

Among major industries, the steel indus- 
try, which was strikingly favored by the 
end of EPT, may find this benefit overcome 
by the anticipated reduction in sales in 
the third quarter. It would take an average 
of at least a 70% operating rate to produce 
earnings comparable with the second quar- 
ter. In July, and thus far in August, rates 
have hovered between 61% and 65%. On 
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that basis, a moderate decline in earnings 
from those of the second quarter seems 
clearly indicated for the third quarter. The 
specialty steel companies will probably not 





do even as well as their sharp slump in oe 















Sales has continued well into the third quar- 
ter. Earnings of this branch of the industry 
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Ee omer enero 


Other heavy industries such as farm and railway 
equipment have been in the doldrums for some time 
and a reversal in the earnings trend is not expected 
during the third quarter. Furthermore, the absence 
of large-scale defense orders is also making itself 
felt in these industries, which have been important 
beneficiaries of the defense build-up. 

Railroad earnings probably have seen their bot- 


The eastern roads are still under the handicap of 
losses from passenger service. Southern and south- 
western roads should commence to gain and the same 
is true of the better placed mid-western roads. 
Petroleum company earnings, which held up rela- 
tively well in the second quarter, though there were 
numerous declines as compared with the correspond- 
ing period last year, are likely to sag a bit in the 



























































tom for the year and should improve in the Septem- third quarter. The inventory situation is not satis- 
ber quarter though mixed results may be expected. factory which has been (Please turn to page 662) 
Quarterly Sales, Profit Margins and Earnings of Selected Companies 
Second Quarter 1954 First Quarter 1954 Second Quarter 1953 of 
Net Net Net Net Net Net Net Net Net 
Sales Profit Per Sales Profit Per Sales Profit Per 
(Millions) Margin Share (Millions) Margin Share (Millions) Margin Share 
Abbott Laboratories $ 18.6 5.5% $ .25 $ 24.2 11.6% Ss J2 $ 7.9 5.6% .24 p 
Air Reduction 30.5 5.3 49 29.4 5.3 48 34.2 $2 .56 
Allied Chemical & Dye 138.6 9.0 6.38 133.0 7.6 6.44 141.6 8.4 6.85 
Aluminum Co. of America 178.5 6.0 1.03 163.1 — 78 191.1 7.2 1.35 
American Can 159.2 5.0 .66 127.1 4.0 41 146.4 4.1 49 
American Cyanamid 97.8 6.2 .68 98.2 7.3 .83 94.7 6.4 73 : 
Armco Steel 135.7 72 1.89 131.3 6.9 175 148.3 5.6 1.59 veen 
Atlantic Refining 135.5 6.5 95 162.4 6.7 eid 141.3 8.0 1.24 stock 
Atlas Powder 14.3 4.0 93 14.4 4.5 1.08 15.0 3.8 93 varia 
Bethlehem Steel 439.6 6.9 3.04 445.1 6.2 273 555.8 5.1 2.81 natio 
Borg Warner 96.9 3.1 2.02 97.8 5.1 2.03 88.5 5.1 1.82 lox, | 
Cerro de Pasco Corp. 11.1 8.4 .68 11.9 23 19 8.8 5.8 .40 fas b 
Continental Oil 124.6 8.2 1.05 124.4 9.3 1.19 121.8 8.1 1.02 with 
Corning Glass Works 31.4! 11.8 1.38! 32.0! 9.0 1.06! 36.4! 9.3 1.251 those 
Corn Products Refining 45.8 8.1 1.25 46.6 72 1.23 46.1 8.3 1.28 Ing t 
Dixie Cup 13.6 9.1 1.50 9.9 6.9 77 12.7 6.5 1.10 Un 
Du Pont 424.2 18.4 1.66 408.9 18.0 1.56 458.1 12.6 1.22 the 1 
Electric Auto-Lite 47.2 8 24 49.4 8 25 77.5 3.6 1.77 |] Bhose 
General Motors 2,655.8 8.8 2.67 2,410.1 7.8 2.13 2,893.6 5.5 1.82 rising 
Inland Steel 141.3 7.0 2.01 138.6 6.8 1.°2 153.8 5.7 1.81 ition 
Jones & Laughlin Steel 133.4 2.8* .67- 127.8 4.5- 3.5 * 168.9 6.3 1.67 earn il 
Kennecott Copper 127.9 18.5 2.19 88.4 20.8 1.70 133.1 16.5 2.03 able t 
Koppers Co. 48.6 3. 89 46.7 3.0 69 75.0 3:2 1.24 It is, 
Lees (James) & Sons 14.5 1.9 .30 15.4 3.9 fi 12.9 5.3 82 which 
Lily-Tulip Cup 16.8 9.6 2.38 13.2 8.0 57 15.6 6.2 1.45 of the 
Lorillard (P.) Co. 60.9 a9 56 56.3 3.4 63 67.6 2.9 65 more 
Mathieson Chemical 69.3 6.4 78 65.5 ta .83 63.1 7.2 .80 It § 
McGraw Electric 32.7 75 2.39 34.9 75 2.56 33.9 5.5 1.84 ncree 
Merck & Co. 36.5 Le i 24 37.1 9.4 31 38.8 5.8 18 comps 
Minnesota Mining & Mfg. 57.7 10.8 75 54.0 9.9 64 55.1 8.5 57 ivide 
Monsanto Chemical 86.7 6.9 1.11 83.3 6.5 1.01 89.5 8.5 1.43 Vy th 
National Biscuit 90.8 5.4 70 88.7 52 -66 88.8 Sit 65 ome 
National Cash Register 63.0 5.0 1.46 60.1 4.1 1.13 65.6 4.9 1.51 flosely 
National Steel 121.4 5.4 90 130.4 4.9 88 177.8 7.3 1.77 f con 
Owens-Corning Fiberglas 33.1 5.8 62 30.7 5.6 54 33.3 5.1 55 ion. ¢ 
Parke, Davis & Co. 26.3 o7 53 26.2 7.6 41 25.4 8.2 43 tion 
Pfizer (Chas.) & Co. 35.2 11.0 76 37.3 9.2 66 26.8 14.2 74 |] bestor 
Phillips Petroleum 193.4 9.6 1.28 198.5 9.6 1.31 186.0 9.0 1.13 um 
Pittsburgh Consol. Coal 34.0 6.8 1.09 39.6 5.8 1.04 45.2 6.6 1.39 0 the 
Radio Corp. of America 217.7 4.2 .60 226.6 4.4 66 202.6 4.3 58 nd a 
Rayonier Inc. 21.1 14.8 1.41 19.7 14.2 1.26 17.3 15.4 1.18 In 
Shell Oil 325.3 92 1.10 330.2 10.5 1.21 304.3 8.2 .94 tribe: 
Sinclair Oil 236.5 A 1.36 262.5 75 1.60 219.1 6.2 1.11 antag 
Sylvania Electric Products 60.0 2.3 Al 66.9 3.1 68 69.0 3.4 78 matio1 
Texas Gulf Sulphur 22.3 37.9 2.53 17.6 40.1 2:12 22.1 30.1 1.99 hese - 
Thompson Products 7a 4.5 2.38 73.2 4.4 2.42 81.3 3.1 1.89 rate 
Union Bag & Paper 25.3 10.1 1.45 25.9 11.2 1.64 26.2 9.3 1.39 Divide 
U. S. Rubber 202.4 3.4 1.06 190.1 3.9 1.18 226.9 3.2 1.13 Appeal 
U. S. Steel 840.0 5.8 1.64 830.8 5.3 1.48 992.2 5.6 1.89 |] Bnd w 
Westinghouse Electric 405.1 47 3.45 406.5 6.4 1.61 398.2 4.7 1.15 or in 
112 weeks. 2—On basis of accounting practice followed in 1953. ompa 
prospe 
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6.85 
1.35 
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1.02 
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82 
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1.99 
1.89 
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> the past half year, investors have 
wen confronted with the seeming paradox of rising 
stock market values and, to say the least, extreme 
variations in corporate earnings. Upon closer exami- 
nation, the paradox does not seem so much of a para- 
jox, after all, as the market advance, in the main, 
mas been confined to stocks of individual companies 
with the most impressive showing in earnings and 
those Which give the greatest prospect of continu- 
ng this performance. 
Under current changing conditions in industry, 
the market has become more selective than ever as 
those companies which show the greatest effect of 
rising competition and mixed general economic con- 
litions commence to reflect this trend in falling 
karning’s, in contrast to companies which have been 
kble to make a favorable showing notwithstanding. 
i is, therefore, not surprising that in a situation 
which reflects the ebbing of the abnormal] prosperity 
pf the vears 1950-53, investors should adopt a much 
more discriminating attitude towards securities. 
It goes without saying that investors must pay 
increasing attention to changes in the affairs of their 
ompanies, especially where they may signify that 
ividend maintenance is less secure than formerly. 
y the same token, profitable opportunities for in- 
ome and appreciation may await investors who are 
losely in touch with the affairs 
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1954 Midyear Re-appraisals 


of Values; Earnings and Dividend Forecasts 


* 


Prospects and Ratings for Building—Machinery—Machine Tools—Specialties 
Part 4 


dustry are described in detail, together with an 
analysis of the basic factors influencing these trends. 
In addition, we present a tabulation containing the 
most important data required by the investor on 
each of the leading companies in each industry in 
order that he may conveniently acquaint himself 
with their background. These compilations are a!so 
useful to investors desiring to make comparisons 
between the various companies of the respective 
industries. 

Each company is briefly commented on, giving 
the highlights of their position and outlook. Follow- 
ing these comments is an investment rating of each 
security. The key to these ratings is as follows: 
A, High-Grade; B, Good; C, Fair and D, Poor. The 
ratings are based entirely on investment values 
aceording to the fundamental outlook for each com- 
pany and as reflected by its record over a period of 
years in varying business conditions. 

Current earnings trends are indicated by numer- 
als attached to the lettered investment rating. Thus, 
B' indicates stock of good quality with rising earn- 
ings trend; C* indicates stock of fair quality with 
lower earnings trend. In special cases, we have 
marked certain stocks with an (*) indicating a 
preference. 

We have made every effort to make this feature 
as practical as possible and trust 








f companies in a favorable posi- 
lon. Obviously, in a mixed situ- 
tion such as the present, in- 


industries Covered in 


that our subscribers will derive 
the greatest benefit from the in- 
formation we have presented. To 
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restors who obtain the maxi- 
on information available are 

n the best position to protect 
Ind advance their interests. 

In order to assist our sub- 
cribers to take the fullest ad- 
antage of our sources of infor- 
mation and our interpretation of 
hese facts, we herewith inaugu- 
fate our traditional Mid-year 
Dividend Forecast. This will 
ippear in six successive issues 
ind will cover in detail the ma- 
or industries listed in the ac- 
ompanying “‘box.” Current and 


| Prospective trends in each in- 
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Mid-Year Re-Appraisal 


— in six consecutive issues of 
The Magazine: 
Railroads — Merchandising — Tex- 
tiles — Food & Dairy — Sugar — 
Beverages — Tobacco — Equipments 
—Rail, Elect., Farm, Office Equipment 
— Machinery — Specialties — Air- 
craft — Airlines — Bus and Ship- 
ping — Oils — Steel — Chemical — 
Auto & Accessories — Rubber & Tires. 




















ensure this end we suggest that 
readers retain the table for 
future reference. 

Both comments and ratings 
are necessarily based on current 
conditions affecting the indi- 
vidual companies and as_ they 
are likely to develop in coming 
months. New and, possibly un- 
expected, developments on the 
specific companies will be cov- 
ered in future issues and it is 
advisable that subscribers keep 
closely in touch in order to 
acquaint themselves with any re- 
visions that might be required. 
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By H. F. TRAVIS 


Te sentimental appeal of domesticity that in- 
spired ‘“‘Home, Sweet Home” governs men’s plans 
as imperatively today as it did more than a century 
ago when John Howard Payne immortalized the 
lines, “Be it ever so humble there is no place like 
home.” The powerful urge to own one’s domicile has 
given impetus to this country’s remarkable growth 
in the last decade. More new houses have been con- 
structed since the end of World War II than in the 
previous fifteen years. 

Despite the fact that new housing starts have 
averaged more than a million annually for the last 
seven years and that 1954 promises to range com- 
fortably above the magic number, the demand for 
homes remains relatively strong. Financing arrange- 
ments have been made so liberal that few well in- 
tentioned individuals need lack a home of his own. 
As a matter of fact, legislation designed to encourage 
home ownership has recently been liberalized by 
Congress to such an extent that the cost of acquiring 
a home is scarcely greater than ordinary rentals. 
Accordingly, so long as general business conditions 
remain reasonably satisfactory, it would seem likely 
that residentia] construction will continue active. 


Increase in Total Volume 


Conditions have been favorable for other forms 
of construction. As a result, expenditures on housing 
and on public works, etc., are expected to set an all- 
time record for 1954. Total new construction, based 
on latest estimates, is expected to range upward of 
$36 billion, compared with about $34.7 billion last 
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year. Costs of residential work may approximate 
$12.5 billion, against $11.7 billion in 1953. Public 


housing has declined slightly, but residential activity § 


of a private nature has pushed forward vigorously. 
In the first half of the year private starts rose to 


564,100, the best figure for the six months sincef§ 
1950. Last year private starts numbered 533,100 ing 


the first six months. Adjusting for seasonal influ- 
ences, Washington authorities now are anticipating 
more than 1.2 million new houses this year. 

Before reviewing results of unexpected progress 
achieved this year, it is important to study develop- 
ments which hold promise of gains in the months 
ahead. Legislation enacted by Congress this year 
has given an exceptional impetus to housing con- 
struction. Optimists are looking for residential acti- 
vity next year to approach or exceed the 1950 record 
when privately financed homes numbered more than 
1,350,000. The new housing measure further eases 
financing terms even though arrangements already 
had placed home-buying within the reach of almost 
everyone. 

With the dip in interest rates evidencing an abur- 
dance of mortgage funds, banks and insurance com- 
panies are expected to provide the necessary capital 
for new housing. Lower down payments are to be 
demanded under terms of recently enacted legisla- 
tion. On $12,000 homes the initial payment required 
is to be reduced to $1,200 from $2,400, while on a 
house costing $15,000 the down payment drops to 
$1,950 from $3,000. The maximum insured mortgage 
now may amount to as much as $20,000 for a single- 
family home. 
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Although Congress failed to approve the entire 
White House request for aid on public housing, the 
measure agreed upon in compromise permits con- 
struction of 35,000 units in the first year. A sharp 
conflict of opinion on the necessity for government 
participation in public housing projects injected a 
snag into plans for pushing housing legislation. 

Other legislation provides a strong stimulant for 
building. The comprehensive tax revision bill, for 
instance, contains provisions designed to encourage 
investment in industry and to induce managements 
fo undertake modernization and improvement of 
facilities, AS an example, the measure provides for 
higher depreciation allowances, expense deductions 
for research and development costs, liberalization of 
regulations governing retained earnings and similar 
proposals aimed at minimizing handicaps on business 
enterprise. 

In addition, plans have been advocated for spur- 
ting public works that would require vast expendi- 


tures — if approved — on roadbuilding, hospitals, 
schools and the like. These projects may attain reality 
in the foreseeable future to contribute to the strong 
recovery now being experienced. 


The Public Works Program 


Along this line, President Eisenhower recently rec- 
ommended cooperation between the federal govern- 
ment and states on a vast roadbuilding program that 
would cost an estimated $50 billion in a decade. 
Such a project would support the movement already 
in progress to enlarge and improve the country’s 
transportation system. Expenditures already author- 
ized approximate $2 billion for this year and next. 
Large quantities of cement will be required to com- 
plete road construction plans already improved. 

Tons and tons of cement would be needed also on 
the huge St. Lawrence Seaway when actual work of 
construction begins. Several hundred million dollars 
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Position of Leading Building Stocks 








————————Ist 6 months——_—__________—_. -——__— Full Year ——————_—_—_ 
Net Sales Net Profit Margin Dividend Per Share Price 
1953 1954 1953 1954 Net Per Share Earned Per Share Indicated Range Recent Div. 
——(NMillions) % % 1953 1954 1952 1953 1953 1954 1953-54 Price Yield 








ALPHA PORT. CEMENT $ 25.1% $ 26.7% 106% 12.2% $ 4.54° 
W.C. (mil.) ‘52—$7.3 
W.C. (mil.) ‘53—$7.2 


$ 5.57°> $4.74 $4.77 $3.00 $ 3.00 6634-38'2 $65 46% 





AMER. RAD. & S.S. 140.8 138.1 4.4 5.2 -62 
W.C. (mil.) ‘52—$88.7 
W.C. (mil.) ‘53—$94.2 


70 1.78 1.83 1.25 1.25 1978-1258 19 «66.5 





ARMSTRONG CORK 56.5% 53.5% 4.55 5.06 1.64 
W.C. (mil.) ‘52—$37.9 
| W.C. (mil.) ‘53—$41.5 


CELOTEX y 7 27.4 4.2 3.7 1.17 
W.C. (mil.) ‘52—$11.7 
W.C. (mil.) ‘53—$13.0 





1.726 5.47 5.84 3.50 3.50 754-4834 74 «47 





1.01 1.54 3.15 1.50 1.50 24'2-15'2 236.5 





CERTAIN-TEED PROD. 29.8 30.8 6.0 6.5 1.10 
| W.C. (mil.) ‘52—$. 5.3 
| W.C. (mil.) ‘53—$16.4 


1.19 2.24 2.43 1.00 t.12 1934-112 w $9 








CRANE CO. 150.7 138.0 2.5 1.5 1.55 
W.C. (mil.) ‘52—$118.3 
W.C. (mil.) ‘53—$118.7 


79 3.96 3.47 2.25 2.25 357%-25'2 34.6.6 





| FLINTKOTE 47.64 48.2! 5.2 4.5 1.834 
W.C. (mil.) ‘52—$24.8 
W.S. (mil.) ‘53—$24.8 


1.584 3.61 3.73 2.00 2.50 35%-25'2 34. («7.3 





GEN. PORTLAND CEMT. 15.3 15.8 18.2 19.7 2.69 
W.C. (mil.) ‘52—$8.1 
W.C. (mil.) ‘53—$7.7 


3.00 4.71 5.03 3.00 3.00 6812-424 68 4.4 





HOLLAND FURNACE 13.7 14.8 (d)1.8 pe | (d) .28 
W.C. (mil.) ‘52—$13.0 
W.C. (mil.) ‘53—$12.8 


.05 1.45 1.05 1.00 1.00 22 -1058 17 58 





JOHNS-MANVILLE 123.4 W67 9.2 6.8 3.58 
W.C. (mil.) ‘52—$27.9 
W.C. (mil.) ‘53—$26.1 


2.53 7.14 6.20 4.25 4.25 7654-5734 76 «65.5 





LEHIGH PORT. CEMENT. 25.9 24.7 9.6 10.7 1.31 
W.C. (mil.) ‘52—$ 7.5 
W.C. (mil.) ‘53—$12.1 


1.40 3.07 3.32 1.20 1.20 4134-2558 40 3.0 





LONE STAR CEMENT .... 37.0 39.6 10.8 14.4 1.42 
W.C. (mil.) ‘52—$11.4 
W.C. (mil.) ‘53—$10.7 


2.01 3.19 3.27 175 175 464-26 45 39 








W.C.—Working Capital. 1_Plus stock. 428 weeks ended July 17. 
n.a.—Not available. 2—9 months ended May 31. °—Year ended April 30, 1954. 


(d)—Deficit. —12 months ended June 30. 6—Quarter ended March 31. 





giving it working control. 


(NOTE):—6/17/54 N. Y. Shipbuilding acquired 80,945 shares of the 175,025 outstanding shares of Class “‘B’ com. stock of Devoe & Raynolds, 


(Please turn to page 635) 
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have been earmarked for dredging the St. Lawrence 
and for construction of docks. A jointly owned power 
generating plant is to be built at the site of Inter- 
national Rapids. The station may require five or six 
years to finish. Completion of the seaway may take 
six or seven years. It seems safe to count on costs 
running into the hundreds of millions, much of 
which would be spent on construction materials. 
Housing undoubtedly would be stimulated in the area 
of the St. Lawrence, where cheap power likely would 
attract industry. 

In addition to new housing, maintenance projects 
promise to consume large quantities of supplies. Re- 
pair work has been encouraged by the growing popu- 
larity of “do-it-yourself” plans and by the necessity 
for enlarging new homes. The high birth rate poses 
a problem for many postwar families. Many couples 
who bought homes four or five years ago now find 
that they are overcrowded. As a consequence, some 
must decide whether to purchase larger homes or 
to add one or two rooms. Many attics are being fin- 
ished to provide at least a temporary solution for 
growing families. 


Need for Replacement 


Easy money rates that encourage financing of 
maintenance projects promises to provide a stimu- 
lant. The fact that more than half the country’s homes 
were built at least thirty years ago calls attention 
to the fact that a sizeable proportion of old houses 
are in need either of extensive renovation or of 
complete replacement. Most homes are constructed 
to last not much more than thirty to forty years. 

In view of the promising outlook for construction, 
especially with the benefit of easy money rates, ris- 
ing population and generally satisfactory business 
conditions, it would seem reasonable to think that 
stocks of companies representing this group might 
be among the most popular. Such is not the case, 
strange to say. The most obvious reason for seeming 
skepticism toward the group is to be found in the 
fact that earnings of manufacturers in the classifi- 
cation have not kept pace with the favorable pros- 
pects. It seems evident that keen competition has 
had something to do with holding down _ profit 
margins. 

Sales in some divisions of the industry have tap- 
ered off. Cement makers, for example, report slightly 
reduced volume in the first six months of the year 
because industrial construction dropped moderately 
and consumption in road construction failed to gain 
headway in the first six months to counteract losses 
experienced earlier in the year. Demand for plywood 
dipped in reflecting a desire among distributors and 
consumers to reduce inventories to normal require- 
ments. Slackening in consumer interest in furniture 
also accounted for lower sales of plywood and for 
narrower margins. A tendency to let inventories of 
paint contract to smaller volume probably had some- 
thing to do with the fact that manufacturers’ sales 
averaged a trifle lower in the first half. 

Consumer demand for supplies at the retail level 
appears to have been well sustained. Home painting 
projects have continued to account for a large outlet 
of materials. Do-it-yourself repair and renovation 
plans appear to have gained momentum, judging 
from the expanding sales of supplies in retail stores. 
This trend affords encouragement for a normal re- 
covery in shipments of supplies to distributors now 
that inventories appear to have fallen to satisfactory 
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levels. 

Although the accompanying statistical informa. 
tion and supplementing comments are designed ty 
aid the reader to glimpse the important factors ap. 
plicable to individual companies, it seems appro. 
priate to elaborate on several representative cop. 
cerns in this group. Brief observations on majoy 
factors in the several groups should aid in appraising 
the outlook for stocks. 


Outlook for Cement Companies 


Of all the major categories under consideratio 
in this review, the cement group is probably the best 
situated, Expenditures on highways are expected ti 
rise 10 to 12 per cent this year and should continue 
upward next year. Toll roads are gaining in popular. 
ity all over the country. Easy money has spurred f. 
nancing of numerous projects. A dozen or more high- 
way programs to be financed by tolls are being built 
or planned. Much of the funds raised by states wil! 
be supplemented by federal grants. Accordingly, it is 
estimated that at least $2 billion will be spent on 
major highways in 1954 and 1955. Such a large vol. 
ume of construction is bound to have a stimulating 
effect on sales of cement. 

Leading makers in the group are Alpha Portlani, 
General Portland, Lehigh Portland, Lone Star ani 
Penn-Divie. The largest domestic cement maker, 
however, is Universal-Atlas, a subsidiary of United 
States Steel. In addition to those mentioned, there 
are many smaller and rapidly growing units in which 
public interest thus far is rather limited. Virtually 
all cement companies appear headed for excellent 
earnings this year even though first half figures 
indicated some drop in volume. Relief from exces 
profits taxes should prove helpful. 

Manufacturers of wallboard, roofing and sidings 
also are almost certain to experience decidedly favor; 
able results. Despite some setback early in the yeai 
as supplies in distribution channels moved _ int 
consumption, indications point to sales gains for pro 
ducers such as Celotex, Certain-Teed, Flintkoti 
Johns-Manville, National Gypsum, Ruberoid ani 
U. S. Gypsum, 

Lower taxes hold out promise of substantial gain 
this year for U. S. Gypsum and Johns-Manvillt 
The emergency levy on the former accounted fo 
additional tax liabilities last year of more than # 
a share. With the benefit of operating economie 
and a more even flow of materials to builders, wide! 
margins should enable the company to lift earning: 
to $15 a share or more, against $11.88 a share ij 
1953. Such a showing would encourage stockholder 
to hope for dividends this year in excess of the $74 
share distributed last year. 

Despite a sizable drop in the first half, John 
Manville shows promise of coming through with 
good year, at least comparing somewhat favorabl! 
with 1953 though not with 1952 or 1951. Consump 
tion of asbestos dropped sharply in the first quarte 
as distributors permitted large inventories to shrink 
As a result, J-M sales fell about 10 per cent in be 
first quarter and net profit slumped almost 50 pe 
cent, but June quarter results were more reassuring 
Sales in the latest quarter declined less than 2 pe 
cent and earnings showed a decline of about 16 pe 
cent. The latter comparison was better than the 2 
per cent decline in profits for the first half. 

National Gypsum came through with a relative! 
good statement in (Please turn to page 664 
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sit Position of Leading Building Stocks (Continued ) 
nea to —_ = = 2 : 














‘tors ap- na Ist 6 monthh——_—_- - Full Year ——————_—_ 
$ appro. Net Sales Net Profit Margin Dividend Per Share Price 
ive ¢ 1953 1954 1953 1954 Net Per Share Earned Per Share Indicated Range Recent Div. 
on- (Millions) %o % 1953 1954 1952 1953 1953 1954 1953-54 Price Yield 
Nn Major 
MASONITE $ 34.42 $ 32.12 69% 58%” $ 1.782 $1392 $249 $272 $1.00 $ 1.00 257-1642 $22 4.5% 


raising 
ieee W.C. (mil.) ‘52—$13.0 

W.C. (mil.) ‘53—$15.0 

NATIONAL GYPSUM 57.5 60.0 69 98 1.41 2.09 284 271 1.40! 1.60 36%-17% 36 44 
W.C. (mil.) ‘52—$36.1 

W.C. (mil.) ‘53—$42.6 



















































































deratio: OTIS ELEVATOR 50.6 52.8 7.7 8.1 1.97 2.19 4.19 438 250 287 £62 -375% 57 5.0 
the best W.C. (mil.) ‘52—$45.5 
yected t( w.c. (mil.) ‘53—$47.7 ——— ’ : = a ee ss : a 
continue PENN-DIXIE CEMENT 12.6 W3.7 V9 14.5 2.33 2.76 4.44 5.57 2.30 2.50 5612-302 54 46 
‘ W.C. (mil.) ‘52—$6.3 
opular- : 
ail ae W.C. (mil.) ‘53—$7.8 
urred fi- ——————— : ——— a ‘ = : : ——=——= | 
. PITTSBURGH PLATE GL. 232.6 202.2 8.8 8.3 2.30 1.85 4.07 4.07 2.25 425 5934-44 58 3.8 } 
wre high- : 
: } ik W.C. (mil.) ‘52—$117.4 | 
Ing pe W.C. (mil.) ‘53—$112.9 | 
ates Wilf || pratt & LAMBERT 8.7 na. na. na. na. na. 4.08 434 3.00 3.00 50%40% 49 61 | 
gly, itil |] wac. (mil.) 52-$5.6 
spent on W.C. (mil.) ‘53—$5.8 ; 7 
urge Voi. RUBEROID CO. 36.0 35.3 6.0 5.5 1.66 1.39 3.10 3.34 1.75! 1.75 3950-2514 38 «48 
nulating W.C. (mil.) ‘52—$20.1 
W.C. (mil.) ‘53—$20.2 
ortlani. SHERWIN-WMS. CO. n.a. na. na. n.a. n.a. n.a. 7.12 7.29 3.75 3.75 9412-55 91 41 
2 W.C. (mil.) ‘52—$67.3 
= W.C. (mil.) ‘53—$70.7 
f United U. S. GYPSUM 94.7 101.4 107 143 6.20 8.91 11.55 11.88 7.00 7.00 182 -103% 179 39 
7 W.C. (mil.) ‘52—$74.8 . 
od, theref |} w.c. (mil. ‘53—$78.9 
in which U. Ss. PLYWOOD 116.2” 124.0° 5.0° 3.89 333° 2.63° 354 33 1.40 1.40 32%22 29 «48 
Virtually W.C. (mil.) ‘52—$32.9 
xcellent W.C. (mil.) ‘53—$34.9 
C te Rae Be tg eee = 
figure |] WALWORTH CoO. 21.3 20.1 1.2 J 20 02 1.21 82 30 9-5 ys 
N excess W.C. (mil.) ‘52—$12.4 
W.C. (mil.) ‘53—$12.8 
+ 1:08 || YALE & TOWNE MFG. 51.9 45.0 2.6 1.6 221 1.21 477 461 250 250 49 -31 44 56 
Slalngs i q 
DEY || w.c. (mil.) ‘52—$31.5 
fn avor W.C. (mil.) ‘53—$36.0 
e veal _ a Sg ae ea pee eae an aati 
ved ‘int W.C.—Working Capital. '_Plus stock. '—28 weeks ended July 17. 
n.a.—Not available. “—9 months ended May 31. °—Year ended April 30, 1954. 
Bat (d)—Deficit. %—12 months ended June 30. “—Quarter ended March 31. 
UNnTKOL — a 
‘oid and (NOTE):—6/17/54 N. Y. Shipbuilding acquired 80,945 shares of the 175,025 outstanding shares of Class “B” com. stock of Devoe & Raynolds, 
giving it working control. 
jal gail Alpha Portland Cement: Reflecting increased sales and tax relief, earn- Masonite: Reduced consumer demand in furniture and cabinets, com- 
Tl ings likely to approach $6 a share, suggesting larger year-end extra bined with keener competition from plywood, likely to handicap earn- 
Man ville or rise in regular 50c quarterly dividend. B'* ings for a time. Net profit down in year just ending. C2 
nted for American Radiator & S. S.: With benefit of operating economies and National Gypsum: Larger volume, improvement in operating economies 
@ continued large sales in residential field, earnings are expected to top and wider margins in some lines point to rise in sales to about $4 a 
than o4 1953 figure and bolster dividend position. C'* share for year. Higher dividend possible. C'* 
economies Armstrong Cork: Continuance of aggressive merchandising, sustaining Otis Elevator: Large business in repair and maintenance supports sales, 
; strong trend toward use of hard floor coverings, expected to assure while pickup in public works projects sustains volume in new equip- 
rs, wide high earnings and favor dividend rise. B‘* ment. Earnings may slightly exceed $5 a share. Bt 
’ 
earnings Celotex: Emphasis on economical materials, notably wallboard as sub- Penn-Dixie Cement: Plant modernization, contributing to larger output 
7 stitute for lumber, favors large volume. Earnings estimated close to and better operating economies, finding reflection in improved earn- 
share Il 1953 total and dividend seems secure. C! ings. Bt 
‘kholders Suaale tet Sate - rate of Le pea qenteentien, compet —— a Operations baggy chemicals and paints. 
‘ in low-rost *ouses. likely to assure good year. Earnings likely to be ower sales indicated in automotive glass, but window gl I 
the $74 adequate for continuing $1 dividend. C! well sustained. A? assciiiaaia 
Crane Co.: Slower demand for industrial valves and rising costs Pratt & Lambert: Uptrend in demand for paint, reflecting need for 
handicap profit margins. Competition keen in plumbing lines. Possible refurbishing home built in recent years, points to good sales volume 
if Johns improvement in earnings indicated in second half. C? and earnings slightly higher than in 1953. Bt 
73 Flintkote: Strong demand for roofing in replacement and repairs as Ruberoid: Active renovation activities and continued high rate of resi- 
h with 4 
well as for new housing points to favorable sales. Profit margins nar den*al co-struction assure laree sales vo'ume. Another small extra in 
g 
‘avorabll rower, but earnings may improve later in year. C2? stock possible. Earnings near 1953 total. Bt 
‘ General Portland Cement: Expansion in facilities and growing volume of Sherwin-Williams: Diversification in chemicals, insecticides, etc., con- 
poor sales suggest promising rise in earnings and encourage hope of boost tributing to volume. Leadership in paints maintained through “owned 
FE quarte in quarterly rate or larger extra. B* distribution. Net near $8 a share possible. Al* 
0 shrink Holland Furnace: Spurt in residential building and larger volume in U. S$. Gypsum: Strong competitive position in gypsum wallboard and 
, repairs encourage prospect of better control over costs. Poor operating similar products assures profitable operations. Tax relief contributin 
e g 
nt in tha results raise uncertainty over dividend. D® to improved results. Net may top $15. 
t 50 pe Johns-Manville: Large residential demand for roofings and sidings lifts U. S. Plywood: Keen competition from new factors in business tends 
‘ sales. Recovery in demand for asbestos expected to aid earnings. Ample to retard margins, but aggressive promotion should sustain volume. 
assuring protection seen for $4.25 dividend. A®* Slight decline possible in 1954-55 earnings. C? 
an 2 pe pe ge > pavonon or pe Enlargement ¢ hep conte tieatin to Meher Walworth: es > Pcs: pretation and reduction of in- 
sales and prospect of earnings qains. Net profit may reach $4 a share, ventories in hands of distributors depress 1954 earnings. Only nominal 
it 16 pe holding out hope of boost in dividend. B'* net profit indicated. Dividend resumption doubtful. D2 
the 9 Lone Star Cement: Reflecting tax relief and larger sales volume, earn- Yale & Towne: Development of materials handling equipment contributing 
in m ings oY — $3.75 to $3.85 a a ae hope of dividend i. sales and —wae wae ae in building supplies. Slight 
near a share. Long range outloo avorable aad ip in earnings seen for 
relativel RATING: A — Best grade. B — Good Grade. C — Fair. D — Poor. 1 — Sustained earnings trend. 2 — Lower earnings trend. * — Most attractive of group. 
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Is Boom in Machinery— 
+\. Machine Tools Over? 



























By GEORGE W. MATHIS 


oe of the machine tool builders, in 
comparison with pre-Korean levels, is still good. The 
index of new orders booked in June, this year, rose 
to approximately 186.8 from May volume of 139.5, 
pulling the index up to the highest figure since 
October, 1953, when it stood at 198.7. 

These are over-all figures for the entire machine 
tool industry. Some of the builders of heavy equip- 
ment requiring months to make ready for shipment 
continue to have good backlogs of unfilled orders, 
but there are others—the lighter machine tool makers 
who would feel more comfortable if they could put 
more orders on their books. The sudden upswing 
in the volume of new business placed last June has 
given this group as well as the entire industry some 
encouragement as to the trend of business during 
the latter half of the year. That business in leveling 
off may provide the incentive for machine tool users 
to consider scrapping worn-out equipment or getting 
rid of obsolete models for the new and more efficient 
tools incorporating technological advances permit- 
ting more and better work, turning out better prod- 
ucts and at the same time reducing production costs. 
Pressures generated by competition and economy will 
undoubtedly force these replacements. In this con- 
nection, it is estimated there are more than one 
million worn-out and obsolescent machine tools now 
in use and that production from these units is cost- 
ing over one billion dollars more than if the newest 
machines were put in their place. Another factor 
giving impetus to a steady demand for new machine 
tools for some time to come is the trend toward 
factory ‘“‘automation,” pioneered by the Ford Motor 
Co., which believes that only the surface of ‘“auto- 
mation’s” potential in improving processes and prod- 
ucts has so far been scratched. 

Another development that may prove of far-reach- 
ing importance to the machine tool builders is the 
recent birth of the machine tool leasing plan. This 
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is truly an innovation for an industry that from filo 
its beginning demanded cash on the line for what f re 
it sold. The Cincinnati Milling Machine Co., and fno 
one or two others have had rental plans for some frase 
time, but did not encourage business on that basis. ffthet 
Early this year, Kearney & Trecker Corp., noted fut i 
particularly for its milling and boring machines, 
stirred the industry with announcement of a lease- 
sell plan covering its entire line of standard machine 
tools. Customers are offered three specific plans, all 
of which basically cover a 7-year leasing period but 
embodying buying options at different periods dur- 
ing the life of the contract. For instance, under 
Plan “A” the lessee is given the privilege of termi- 
nating the arrangement, or to purchase the machine 
at the end of the third year or anytime thereafter. 
Plan “B” provides for termination or sale at the 
end of two years, and Plan “C” carries a one-year 
option to buy. Where the rental continues through 
the first three years under any one of the plans, the 
lessee will pay a total rental of 75% of the purchase 
price. If the leasing arrangement is kept in force 
for the full 7 years, total payments will amount to 
115% of the machine’s list price. 
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An Important New Development 






Apparently, the K. & T. “tool-lease” program has 
met with considerable favor. Four months after the 
plan had been inaugurated, the company stated re- 
sults had exceeded its most optimistic forecasts. Ap- 
parently it has been responsible for putting several 
million dollars’ worth of new business on the books 
and stimulating a great number of inquiries, par- f 
ticularly where the replacement of worn and obso- 
lete milling and precision equipment has been under 
consideration. On the basis of these results, K. & T. 
has made its “tool-lease” program an integral part 
of its general sales policy. 
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Others in the machine tool industry are following 
i, Kearney & Trecker’s footsteps. Warner & Swasey, 
me of the top names in the machine tool business, 
yecializing in turret lathes, together with other 
quipment, including textile machinery, has come 
ip With a rental program, incorporating a purchase 
ption. 

Some of the other big names in the machine tool 
industry are looking askance at these combination 
rase-buy plans. They hold that rentals will work 
‘or standard machines in general use. Upon being 
returned, they can be re-conditioned and re-leased. 
this would not be so easily done with what the 
industry calls “specials”, tools designed to do a par- 
cular job. This, however, is a weak argument if 
the various lease-sell or similar plans will stimulate 
ot in standard machine tools. Such plans 
should have great appeal for companies in need of 
nw machine tools but defer purchases because of 
the necessity heretofore of making cash payments 
for such equipment. It is possible that paying rent, 
in the long run, may prove more expensive for the 
ssee inasmuch as he could not write off deprecia- 
fon on the rented equipment; nor is it likely that 
te would be permitted to consider the rental pay- 
nents as deductible items for income tax purposes. 
he U. S. Treasury Department has yet to rule on 
this question. 

Nevertheless, this lease-sell idea will undoubtedly 
pread to other machine tool builders. For example, 
fonarch Machine Tool Co., although reluctant to 
jllow along this path, is understood to be readying 
rental plan, while Jones & Lamson Machine Co., 
nmnounces two plans, one being a straight “true 
pase” arrangement without a sell option, and the 
ther a five-year instalment financing plan worked 
ut in cooperation with the C. J. T. Financial Corp. 








Effect of Tax Bill 


Another development that could spur machine 
001 buying is the new tax bill passed by the Congress 
nthe closing days of the session. The bill permits 
ieductions up to as much as two-thirds of the cost 
f new plant and equipment in the first half of the 
roperty’s useful life. This is far more liberal than 
he old law which held depreciation allowances down 
) equal annual amounts spread over the property’s 
ntire life, and should have a favorable effect on 
placement demand for machine tools. 

On the whole, the immediate outlook for the ma- 
hine tool builders appears brighter than at any time 
1 the first 1954 half-year. With the possibility of 
lew orders coming in during the remaining months 
Nn volume close to that seen for June, net earnings 


Jor the leading companies in the group should match, 


ind in some instances, surpass those reported for 
he previous year, even though shipments fall below 
he record 1953 high. In the first place, operations 
nthe industry are back to normal. Gone is the tre- 
hendous pressure put upon the machine tool builders 
by the urgency of the defense program that entailed 
xtraordinary expenses in the way of over-time 
york and sub-contracting in order to meet delivery 
leadlines. Moreover, lapse of excess profits tax re- 
moves a heavy burden that earnings had to sustain 
Nrecent prior years. The combined beneficial effects 
ii these changes are seen in the 1954 first half-year’s 
arnings statement of many of the machine tool 
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companies. 


CINCINNATI MILLING MACHINE CO. Out- 
standing in this respect is the showing made by Cin- 
cinnati Milling Machine Co., for the 24 weeks to 
June 13, last. Although net before taxes dipped to 
$14.7 million from $19.4 million for the like period 
of 1953, taxes amounting to $7.9 million were down 
by $5.8 million, and net income for the 1954 period 
increased to $6.8 million, equal to $7.96 a share for 
the common stock, from $5.7 million, or $6.61 a share 
reported for the corresponding weeks of last year. 
Profit margins have also been bettered by the com- 
pany’s program of modernization and improvement 
of plants and products as well as important addi- 
tions to its Cincinnati plants some of which are still 
to be completed. In addition to this program, the 
company through its wholly-owned subsidiary dedi- 
cated its new Holland plant last June for the manu- 
facture of a special line of machine tools for the 
European market, and is also carrying out moderni- 
zation and improvement in its English plants under 
a program that is scheduled to extend over the next 
year or two. Despite substantial earnings, equal to 
$11.13 a share in 1952, and $12.76 last year, divi- 
dends on the common stock have been held to the 
conservative rate of $3.00 a share during the last 
two years, with an extra of $1.00 last year which is 
likely to be duplicated at this year-end. This would 
be well warranted in view of first half-year earn- 
ings amounting to almost twice $4.00 a share divi- 
dend requirements for the full year. 


BULLARD CO.’s showing for the first four months 
to April 30, this year, reflects the effects of operating 
economies made possible by additions to plant and 
equipment last year, as well as the substantial sav- 
ings in income taxes with the expiration of EPT. 
For the four months net income of $2.7 million ex- 
ceeded 1953 first half-year by more than $500,000 
and brought earnings up to $4.60 a share, compared 
with 1953-six month’s earnings equal to $4.03 a 
share after giving effect to the 10% stock dividend 








QUARTERLY INDEX OF NEW ORDERS 
AND SHIPMENTS OF MACHINE TOOLS 
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paid in January, 1954. Bullard, in extending its ex- $1.00 a share ‘for the second quarter, half of tha 
pansion program, recently disclosed its plans to amount was tagged as an extra payment. The com. 
construct a $6 million foundry adjoining its Con- pany stated that while payments in the two fina) 
necticut plant with sufficient capacity to produce all quarters of 1954 will depend upon earnings an 
of its castings requirements. In connection with this financial position, it believed that earnings in thef |) 
and other plans the company last month offered final half-year would justify declaration of $1.00 .§}) 
stockholders the right to subscribe to 121,440 shares share in each of the remaining quarters. 
of new capital stock at $32 a share, subscription JOY 
rights expiring on July 21. Since the beginning of the MONARCH MACHINE TOOL CoO., in making itsf |} w-¢ 
current year, Bullard has paid, in addition to the report for the first half of 1954, sounds an optimisticf || “-S 
stock dividend, a total of $2.00 in cash made up of note in stating that its backlog of orders is approach. || uni 
two quarterly dividends, although in distributing ing anormal amount and (Please turn to page 660)§}} W-¢ 

w.c 
MES 
, , —" ‘ w.c 
Leading Machinery Equipment and Machine Tools w.c 
— 
———_—_—_———_—_—_————Ist 6 Months ———_—__—__—_____- -Full Year- w.c 
Net Sales Div. per Share Price w.c 
1953 1954 Net Profit Margin Net Per Share Earned Per Share Indicated Range Recent Div —_ 
——(Wiltions) — 1953 1954 1953 1954 1952 1953 1953 1954 1953-54 Price ~—‘Yield NAI 
ra os — — Asiana insta wool w.c 
AMER. MACH. & FDRY. $ 70.4 $60.5 4.0% 3.0% $1.02 $ .78 $2.08 $2.41 $:.00! $1.00! 283-19 27 3.7% w.c 
W.C. (mil.) ‘52—$20.3 oa 
W.C. (mil.) ‘53—$22.300 a ere ae Fe J W.C 
BLACK & DECKER 27.02 2692 762 7.62 5.202 4962 5.74 649 2.00! 2.00 4812-3158 47 42 w.c 
W.C. (mil.) ‘52—$13.6 aaa 
W.C.(mil.)‘53-$13.40 _ 7 a 
BUCYRUS-ERIE 46.0 37.6 6.1 79 1.83 1.92 3.12 3.23 2.00 2.00 3212-20" 30 66 w.c 
W.C. (mil.) ‘52—$29.0 a 
W.C. (mil.) ‘53—$29.4 ee — ah peng 
BUFFALO FORGE 15.2 13.2 5.5 5.3 1.29 1.09 2.97 2.85 2.00 2.00 3012-23 28 7:1 W.c 
W.C. (mil.) ‘52—$8.4 ail 
W.C. (mil.) ‘53—$8.7 ee _ 7 _ nn 8 wc 
BULLARD 34.3 21.0! 7.9 13.34 3.65 4.60! 404 659 3.00 3.00! 4978-15% 46 6.5 W.c 
W.C. (mil.) ‘52—$5.8 — 
W.C. (mil.) ‘53—$7.1 _ 
CATERPILLAR TRACTOR 236.1 198.2 49 6.3 2.91 3.05 5.52 4.84 2.50! 2.00! 6534-44%4 63 3.1 
W.C. (mil.) ‘52—$110.3 
W.C. (mil.) ‘53—$ 98.8 
CHI. PNEUMATIC TOOL 13.75 na. 91° na 2.575 296° 11.18 10.15 4,00 4.00 73%2-417%3 71) 5.6 0 
W.C. (mil.) ‘52—$26.6 | regu 
W.C. (mil.) ‘53—$22.5 
Ng RR in I Sr aa tie — . —— Sasoel Blacl 
CINC. MILL. MACH. n.a na. na. n.a 6.61% 7.963 11.14 12.77 4.00 4.00 7612-3558 73 5.4 ean 
W.C. (mil.) ‘52—$33.7 extre 
W.C. (mil.) ‘53—$40.2 
aap _ Senses ae tetrad : (ies 3s Ss epre et e  e Bucy 
CLARK EQUIPMENT 64.8 51.7 47 3.0 2.70 2.44 5.46 4.55 3.00 3.00 4912-31 47 6.3 ~< 
W.C. (mil.) ‘52—$28.5 cons! 
W.C. (mil.) ‘53—$33.3 ucts. 
EX-CELLO 495 493 54 98 3.17 5.70 = 6.75. 7.05 = 2.00! = 2.00! 7412-35% «= 722.7% poe: 
W.C. (mil.) ‘52—$16.4 of 5 
W.C. (mil.) ‘53—$17.6 — 7 ee - os. 3. ee Bulle 
FAIRBANKS MORSE 56.3 57.8 3.3 1.8 1.55 85 3.84 3.55 2.00 2.00 2858-21 25 8.0 ey 
W.C. (mil.) ‘52—$42.9 
W.C. (mil.) ‘53—$38.4 a ae foun bie 
FOSTER WHEELER 680 839 14 29 1.76 424 156 5.05 60 31921434 282.1 or 
W.C. (mil.) ‘52—$18.6 ; 
W.C. (mil.) ‘53—$17.9 _ Paes ‘ . - 
GARDNER-DENVER CO. 17.1 15.2 7.7 8.5 1.94 1.91 4.07 3.92 2.00 2.00 31%4-215 30 66 | *o% 
W.C. (mil.) ‘52—$12.9 Cinei 
on ye remo 
W.C. (mil.) ‘53—$14.1 A _—— inch s whic 
GREENFIELD TAP & DIE 9.5 6.7 49 1.5 1.87 1.06 337 322 290 2.00 2434-19% 23 8.6 Clarl 
W.C. (mil.) ‘52—$5.4 ment 
W.C. (mil.) ‘53—$5.7 ety a Z pied 
INGERSOLL-RAND 38.89 na. 12.49 na. 2.395 2.96 10.08 10.69 7.00 7.00 135%2-84 130 5.3 Ex-C 
W.C. (mil.) ‘52—$84.8 ‘ conti 
W.C. (mil.) ‘53—$92.2 I : a a = 
W.C.—Working Capital. Fairk 
N.A.—Not available. — 
1_Plus stock. = 
2—9 months ended June 30. *_4 months ended April 30, 1954. — 
3—24 weeks ended June 19, 1954. °—Quarter ended March 31. RATI 
rs mame: —enemeaiineanied anpeating iaaitenete a oR 
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Leading Machinery Equipment and Machine Tools (Continued ) 
= ite — ———1st 6 Months-——__-_——_-—_——_—_- ~~ —— —Full Year—-—- -—--—_— 
- (Millions) —— _ Div. per Share Price 
Net Sales Net Profit Margin Net Per Share Earned Per Share Indicated Range Recent Biv 
1953 1954 1953 1954 1953 1954 1952 1953 1953 1954 1953-54 Price Yield 
JOY MFG. $58.4" $48.8- 5.7-% 5.2°-% $3.76- $2.48- $5.41 $5.89 $3.1212 $3.1212 3934-2914 33 9.4% 
W.C. (mil.) ‘52—$32.0 
W.C. (mil.) ‘53—$31.3 
LINK BELT 33.6 28.4” 5.5” 4.7" es 80" 4.82 4.42 3.00 3.00 4734-3534 45 6.6 
W.C. (mil.) ‘52—$38.2 
W.C. (mil.) ‘53—$39.4 
MESTA MACHINE 24.8 na. = ona. n.a. n.a. 2.71 2.71 3.50 2.50 2.50 3978-28 35 7.1 
W.C. (mil.) ‘52—$13.8 
W.C. (mil.) ‘53—$14.9 
MON’‘CH MACH. TOOL 16.1 13.0 5.2 7.6 2.23 2.37 3.53 4.18 1.35 1.35 2438-1 514 23 5.8 
W.C. (mil.) ‘52—$4.1 
W.C. (mil.) ‘53—$6.1 
NATIONAL ACME 21.0 n.a. 7.7 n.a. 3.25 3.72 5.53 6.02 3.50 3.50 4734-28 47 7.4 
W.C. (mil.) ‘52—$17.9 
W.C. (mil.) ‘53—$19.0 
NILES-BEMENT POND n.a. na. ona. n.a. n.a. n.a. 5.20 4.77 2a 2.15 2334-14'8 23 9.3 
W.C. (mil.) ‘52—$19.6 
W.C. (mil.) ‘53—$20.5 
UNITED ENGIN. & FDRY 39.9 27.2 5.1 5.4 .82 59 1.51 1.52 1.00 1.00 1612-1142 13 7.6 
W.C. (mil.) ‘52—$12.7 
W.C. (mil.) ‘53—$14.5 
VAN NORMAN n.a. na. ona. n.a. 1.73 .63 2.93 2.41 1.40 1.00 1758-§1 18 12 8.3 
W.C. (mil.) ‘52—$10.3 
W.C. (mil.) ‘53—$ 9.3 
WORTHINGTON CORP. 73.0 na. 4.2 n.a. 2.70 3.03 5.40 5.18 2.50 2.50 4858-26 45 5.5 


W.C. (mil.) ‘52—$45.6 
W.C. (mil.) ‘53—$56.1 





W.C.—Working Capital. 

N.A.—Not available. 

1—Plus stock. 

~—9 months ended June 30. 

3—24 weeks ended June 19, 1954. 


American Machine & Foundry: Continued expansion into diversified fields 
enhancing growth potentials. 1954 earnings may decline moderately, but 
regular 25-cent quarterly dividend should be amply covered. C? 











Black & Decker: Earnings in first 9 months of 1954 fiscal year well sustained 
at equivalent of $4.96 a share for full 12 months on increased shares. 
Regular dividend solidly based and could be raised. Look for year-end 
extra, BI* 


Bucyrus-Erie: Reduced volume indicated for this year. Operating economies 
and EPT lapse likely to result in 1954 net paralleling 1953's $3.23 a share. 
Strengthening its well entrenched position as maker of road building and 
construction equipment through development of improved and new prod- 
ucts. Current dividend secure. C! 


Buffalo Forge: Lower sales in first half-year pulled six months’ net down 
to $1.09 a share, providing thin coverage for period’s quarterly dividends 
of 50 cents a share. B2 


Bullard: Return to normal operations, eliminating overtime and sub-con- 
tracting expenses, improves profit margins. EPT saving should add materi- 
ally to 1954 earnings, bettering last year’s $6.59 a share. C1 


Caterpillar Tractor: Lower 1954 sales indicated for this well diversified 
industrial machinery builder, but estimated net of better than $4.50 a 
share (adjusted for recent stock dividend) would provide broad coverage 
for current 50-cent quarterly dividend rate. A'* 


Chicago Pneumatic Tool: 1954 earnings should come close to duplicating 
last year’s $10.15 a share, before giving effect to recently voted 2-for-1 
stock-split. Dividend solidly based. Bt 


Cincinnati Milling: Plant improvements, elimination of overtime shifts and 
removal of heavy EPT burden, are contributing to better 1954 earnings 
which may set record. Should again pay extra. Al* 


Clark Equipment: Expansion of earth-moving and other construction equip- 
ment strengthens company’s position in the machinery field. First half-year 
net below similar 1953 period, but moderate upturn in final six months 
could pull 1954 earnings close to $5.00 a share. Dividend amply covered. B2 


Ex-Cell-O: Sales being aided by demand for aircraft engine parts and 
continued growth in Pure-Pak division. These developments and EPT relief 
reflected in first half-year earnings presaging another year of good earn- 
ings. Conservative dividend could be increased. A1* 


Fairbanks, Morse: Although sales in 1954 first six months gained over 1953 
like period, substantial increase in costs and expenses cut net to 85 cents 
from $1.53 a share. Current dividend rate should hold through balance 
of year. C2 


‘4 months ended April 30, 1954. 
°—Quarter ended March 31. 


Foster Wheeler: Highly profitable first six months points to eminently suc- 
cessful full year. Has resumed dividend payments with declaration of 30 
cents a share which should be sustained on a quarterly basis for balance 
of the year, at least. Bl 


Gardner-Denver: Good 1954 first half-year, and current back-log promise 
year’s net that should compare favorably with 1953's $3.92 a share. Quar- 
terly payments of 50 cents a share should hold. C1 


Greenfield Tap & Die: EPT relief not sufficient to offset decline in net on 
lower sales. Earnings for full year should, however, cover dividend require- 
ments. Strong finances a bulwark. C2 


Ingersoll-Rand: Continued good business. plus EPT elimination should pro- 
duce 1954 earnings equaling last year’s $10.69 a share. Quarterly dividend 
of $1.50 a share secure and may be augmented by year-end extra. Al* 


Joy Manufacturing: Severely reduced sales in third auarter of current 
fiscal year resulted in net of 45 cents a share in contrast to $2.42 for first 
six months. Full year net estimated at $3.50 a share, ample for 621/2-cent 
quarterly dividends. C2 


Link-Belt: 1954 net earnings likely to fall below last year’s $4.82 a share. 
Results for full year should be ample for regular 60-cent quarterly divi- 
dend but makes payment of year-end extra uncertain. B2 


Mesta Machine: Likely to show moderate decline in sales for current year 
but net earnings should be more than ample for dividend needs. C2 


Monarch Machine Tool: EPT relief and operating economies aiding net 
earnings on lower sales. First half-year net of $2.37 a share should be 
closely matched in final six months, again providing wide coverage for 
modest 30-cent quarterly dividend and extra. Bl 


National Acme: Good first half-year, aided by EPT lapse, should be dupli- 
cated through balance of 1954. Has sufficient backlog to sustain current 
production into 1955. Regular dividend should be augmented by extras. Bl 


Niles-Bement-Pond: Probable lower machine tool sales partially offset by 
continued good business in aircraft accessories. 1954 net, however, esti- 
mated below last year’s $4.77 a share, but should be ample for regular 
50-cent quarterly dividend and possibly another year-end extra. B2 


United Eng. & Fdry.: Smaller first half-year sales reflected in earnings 
decline. Some improvement possible in final months but not sufficient to 
warrant restoration of recent cut in dividend which should hold at present 
rate through balance of year. C2 

Van Norman: Sharp decline in 1954 first six months’ net anticipated by 
reduction of dividend to 25 cents quarterly. This rate should be maintained 
through balance of year. C- 


Worthington Corp.: Diversified output sustaining sales above 1953 level 
for first half of year. Net for 1954 should compare favorably with 1953’s 
$5.18 a share, providing wide coverage for modest 50-cent quarterly 


dividend. B1 





RATINGS: A — Best grade. B — Good grade. C — Fair. D— Poor. 


1 — Sustained earnings trend. 


2 — Lower earnings trend. * — Most attractive in group. 
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By OUR STAFF 


Max investment opportunities can be found in 
stocks which are not easily classified but these op- 
portunities are often ignored because investors 
prefer to follow more easily recognizable paths in 
investment. Perhaps this is because investors gen- 
erally find it convenient to concentrate their invest- 
ments in individual selections in specific groups— 
public utilities, steels, aircrafts and other easily 
definable groups with which they are familiar. There 
is no doubt that it is simpler to make comparisons 
between individual members of the same business 
family, as the performance of one company in a 
single group can be more readily weighed against 
the performance of others. On this basis, the in- 
vestor considers it possible to arrive at a more 
effective judgment as to the relative values of the 
securities in question. 

It is debatable, however, whether such advantages 
in making comparisons may not be more apparent 
than real. Under modern conditions, companies con- 
form less and less to group characteristics. This is 
because of the increasing diversity of the activities 
of many corporations which often depart very far, 
indeed, from their original businesses. How, for ex- 
ample, is one to classify Eastman Kodak? Originally, 
it was a company only engaged in the manufacture 


640 





WHICH “SPECIALTIES” 
= FOR 1954-1955 PROFITS? 


of photographic equipment. 
It has now become an in- 
portant chemical concern 
and is potentially heavily 
involved in atomic energy. 
Other examples of this 
spreading of activity can 
be cited and, no doubt, are 
familiar to investors who 
read this Magazine. It is ob- 
vious, therefore, that the de- 
marcation line between 
companies has become quite 
blurred. Partly, as a result 
of this development, an in- 
creasing number of com- 
panies have entered what 
might be called—for want of 
a better description — the 
“unclassified” group. This 
means that it is no longer 
a simple matter to identify 
these companies by a single 
label such as “steel” or 
“metal,” or “railway equip- 
ment,” for example. 

It is true, of course, that 
it is ultimately possible to identify practically any 
company as to the nature of its basic business so that 
many “unclassified” companies actually do belong in 
one way or another to specific industries. Yet, be- 
cause they operate in highly specialized branches of 
these industries, they do not conform to the general 
pattern and thereby must be listed separately. 

There is another problem in grouping securities. 
Quite often, there may be only one or two members 
of the same “group.” With such a paucity of mem- 
bership, it would be patently impracticable to class- 
ify them by groups. In the accompanying table, we 
have listed a number of such companies which are 
broadly recognizable as belonging to certain cate- 
gories of industrial activity but which are so highly 
specialized as to be practically the only important 
representative. 

Many companies which are “unclassified” are 
famous for certain products which are manufactured 
exclusively by them, or which have very little serious 
competition. This gives them a rather unique ad- 
vantage since competition, under these conditions, is 
normally much more restricted than in the broader 
groups in which many companies can and do com- 
pete against each other. 

We have selected for (Please turn to page 660) 
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Financial Survey of Specialty and Unclassified Stocks 








Ist 6 Months —- 


_ —_——Full Yeas —————_—__- 





Net Sales 
1953 1954 
——(Millions)—— 


$ 47.2 


Net Profit Margin 
1953 1954 


4.9% 


AMER. CH. & CABLE 
W.C. (mil.) ‘52—$28.7 
W.C. (mil.) ‘53—$30.5 


AMERICAN CHICLE .... 
W.C. (mil.) ‘52—$18.7 
W.c. (mil.) 53— $19.6 





n.a. $ 2.20 


n.a. 


23.6 n.a. 1.69 


AMER. SHIPBUILDING | 
W.C. (mil.) ‘52—$5.8 
W.C. (mil.) ‘53—$5.9 


7.4 n.a. n.a. 





ARCH.-DANIELS-MID.. 174.9 na. 
W.C. (mil.) ‘52—$49.2 


Ww.c. (mil.) ‘53— $47.8 


AVCO MFG. 
W.C. (mil.) ‘52—$88.2 
W.c. (mil. ) ‘53—$81 a 


219.4 $189.0 1.5 1.0% 35 


BABCOCK & WILCOX. 142.9 132.1 . 
W.C. (mil.) ‘52—$63.4 


W.C. (mil. ) _ $66.9 


4.5 5.3 4.35 


CLEVITE corp. 
W.C. {mil.) ‘52—$29.7 
W. C. » (mil. ) ‘53—$31 4 


CROWN CORK & SEAL 49.6 
W.C. (mil.) ‘52—$34.8 
W.C. (mil.) ‘53—$34.4 


DIAMOND MATCH 48.5 
W.C. (mil.) ‘52—$41.6 
W.C. (mil.) ‘53—$41.5 


37.6 32.0 5.3 3.1 1.04 


58.3 7 


49.7 4.1 4.2 1.47 


FANSTEEL METALURG. 14.3 n.a. 5.6 1.18 
W.C. (mil.) ‘52—$9.2 


W.C. (mil.) ‘53—$8.0 


FERRO CORP. 
W.C. (mil.) ‘52—$9.9 
W.C. (mil.) ‘53—$10.0 


GAMEWELL CO. 
W.C. (mil.) ‘52—$6.9 
W. ce. (mil. ) ‘53—$7.6 
W.C.—Working Capital. 
n.a.—Not available. 
1—Plus stock. 
°2—Year ended May 31, 1954. 
3—24 weeks ended June 12. 
4—9 months ended June 30. 


19.4 4.5 1.30 





6.3- 








American Chain and Cable: Although dependent on industrial activity, 
operations are well-diversified outside chain and cable fields in lines 
having growth prospects. Though probably lower in 1954, earnings will 
leave dividend well covered. B? 


American Chicle: ——- of this strongly-entrenched chewing gum pro- 
ducer are up considerably with the elimination of EPT; some increase in 
the $2.50 may be expected. Al* 


American Shipbuilding: Declining earnings of this largest Great Lakes 
ship builder reflect fewer conversions of ocean-going ships to lake carriers 
and dividend may be reduced to former $3 level. St. Lawrence Seaway 
has favorable long-term implications. B2 

Archer-Daniels-Midland: After sharp earnings drop last year as result of 
continued price squeeze on bulk vegetable oils, earnings now more stable 
though at lower levels. Improvement contingent on price spread widening. 
Aveo Manufacturing: This relatively new manufacturer of household appli- 
ances was harder hit than longer established firms by slump in demand. 
Earnings seem to be stabilizing but early resumption of dividends is not 
expected, C2 

Babcock and Wilcox: Non-utility backlog declining after sharp increase in 
operations leading to increased earnings. On lower backlog, income may 





1.97¢ 


Net Per Share 
1953 


n.d. 


a: 


n.qa, 


2. 


30 1.20 34 30 


4 


84 1.97 


1 


52 2.10 


1 


4. 


1954 


56 6.62 


55 3.20 


Dividend Per Share 
Indicated 
1954 


Price 
Range 
1953-54 


Earned Per Share 
1952 1953 


Recent Div 


1953 Price Yield 


$4.09 $4.22 $250 $2.50  36'4-26 34. 7.3% 


40 3.16 3.59 2.50 2.50 6412-44% 62 4.0 


9.74 6.41 3.00 3.00 6512-4112 53 5.6 


10% 4.51 2.34 2.40 2.00 52 -30 395.1 


834- 412 6 


7.75 2.00! 2.001 6514-42% 59 3.3 


1.77 1.15 1.15 30-18 18 6.3 


1714-1058 15 2.9 


3.30 2.00 2.00 407%-32%4 39 5.1 


1.85 50! 50 34%-20% 24 2.1 


4A 2.30 2.63 80! 2972-19 25 3.2 


21- 3.52 3.63 1.45 1.45 34'2-20% 33 43 


5—Quarter ended May 31. 

6—9 months ended April 30. 

7~9 months ended March 31. 
S8—Adijusted for 3 for 1 stock split. 
‘*—Quarter ended March 31. 


decline next year. in atomic power develop- 
ment. 


Clevite Corporation: Bearings now comprise less than half total business 
because of continuing expansion in electronics, but present stock price 
considerably discounts moderate growth prospects. Though probably lower 
earnings should cover $1 dividend. C2 

Crown Cork and Seal: Major revamping of production facilities and can 
division has considerably restored earning power but this appears dis- 
counted in present stock price. C1! 

Diamond Match: Diversification of this largest match producer into com- 
petitive fields affords only limited growth possibilities. No increase in $2 
dividend is expected from 1954 earnings improvement. B2 

Fansteel Metallurgical: Despite research in refractory metals, the making 
of contact points for the automotive, aircraft, electronic and other indus- 
tries—a cyclical field—remains the principal activity. C2 

Ferro Corporation: Research and expansion into powdered titanium, high- 
temperature ceramics for jet engines and fibrous glass afford good growth 
potentials to this leading manufacturer of porcelain enamel. 

Gamewell Company: Earnings from production of fire alarms, signal 
systems and sprinklers have shown considerable stability; broader appli- 
cation of electronics to such systems offers interesting possibilities. B! 


Long-range potentialities 








RATING: A — Best grade. B — Good grade. C — Fair. D — Poor. 





1 — Sustained earnings trend. 


2 — Lower earnings trend. 


— Most attractive of group. 
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Financial Survey of Specialty and Unclassified Stocks (Continued ) 





Ist 6 Months 





—————_——Full Year. 





Net Sales 
1953 1954 Net Profit Margin 
——(Millions)—— 1953 1954 1953 


GENERAL TIME 
W.C. (mil.) ‘52—$38.1 
W.C. (mil.) ‘53—$44.7 








GILLETTE CO. . 65.6 76.5 13.6 
W.C. (mil.) ‘52—$21.5 
W.C. (mil.) ‘53—$24.3 





GLIDDEN CO. 102.0 100.8 3.0 2.8 1.36 
W.C. (mil.) ‘52—$47.2 


W.C. (mil.) ‘53—$46.8 





GRACE (W. R.) & CO. 145.0 n.a. n.a. n.a. n.a. 
W.C. (mil.) ‘52—$79.5 
W.C. (mil.) ‘53—$98.4 


HALLIBURTONO.W.C. 25.5" 
W.C. (mil.) ‘52—$7.2 
W.C. (mil.) ‘53—$8.7 


23.0" ‘82° 19:0" 1" 


HILTON HOTELS 
W.C. (mil.) ‘52—$ 8.2 
W.C. (mil.) ‘53—$10.7 


24.4” 28.3" 10.6" 6.2" 1.64" 


INTERNATIONAL SALT 10.0 n.a. 10.2 n.a. 2.14 
W.C. (mil.) ‘52—$3.6 
W.C. (mil.) ‘53—$3.8 


LIFE SAVERS 8.7 n.a. 11.2 n.a. 1.42 
W.C. (mil.) ‘52—$6.0 
W.C. (mil.) ‘53—$45.7 


LIONEL CORP. 7.3 6.1 7.4 8.1 76 
W.C. (mil.) ‘52—$4.6 
W.C. (mil.) ‘53—$5.1 


MERGENTHALER LIN*. 16.7 19.8 6.1 6.6 2.16 
W.C. (mil.) ‘52—$19.5 
W.C. (mil.) ‘53—$20.3 


MINNESOTA M. & MF. 106.2 111.8 8.5 10.4 1.09 
W.C. (mil.) ‘52—$49.3 
W.C. (mil.) ‘53—$52.1 


NATIONAL SUPPLY 115.7 115.9 3.9 4.0 2.94 
W.C. (mil.) ‘52—$74.6 
W.C. (mil.) ‘53—$74.9 





W.C.—Working Capital. 
n.a.—Not available. 
1—Plus stock. 
2—Year ended May 31, 1954. 
5—24 weeks ended June 12. 
4—9 months ended June 30. 


General Time: Large manufacturer of clocks, watches, small electric motors 
and industrial timing devices. Finances strong. Satisfactory record. Dividend 
well-protected despite slightly lower current earnings. B1 

Gillette Co.: Original safety razor and blade business highly competitive. 
However, Toni home permanent and cosmetic lines lending growth element 
to activities. Higher earnings result in good dividend coverage. B1* 


Glidden Co.: Diversified operations include paints, chemicals, vegetable oils 
and foed products such as margarine and salad oils. Titanium dioxide 
added recently. Earnings stability offers reasonable dividend coverage. B1 


Grace (W. R.) & Co.: Wide range of activities in U. S. and Latin America 
include banking, shipping, air line operation and chemical production. 
Rapid expansion and long-term growth potential. Regular 40c quarterly 
appears protected. B1* 

Halliburton Oil Well Cementing: Company's special services include oil 
and gas well cementing, formation testing and other important oil field 
operations. Also manufactures specialty equipment. Higher earnings protect 
recently raised dividend. B1 

Hilton Hotels: Largest hotel chain, owning or operating under lease leading 
hotels in New York, Washington, Chicago and other cities in U. S. and 
abroad. Now acquiring Statler chain. Dividend recently increased. C! 


RATING: A — Best grade. B — Good grade. C — Fair. D — Poor. 





Net Per Share 
1954 1952 1953 1953 1954 


$ 22.73 $ 20.5% 4.1%? 44%% $ 2.03 $ 1.95% $ 4.08 
2.94 3.33 4.36 2.75 2.75 


1.27 3.04 3.10 2.00 2.00 


3.06 6.20 6.36 2.00 2.00 


1 — Sustained earnings trend. 2 — Lower earnings trend 


Dividend Per Share Price 
Indicated Range Recent Div. 
1953-54 Price = Yield 


Earned Per Share 





$448 $200 $2.00 32 -25% 31 6.4% 


6842-3214 65 4.2 





38%2-27% 8636 5.5 


n.a. 2.65 3.61 1.75 1.75 394-2434 38 446 


22” 2.80 3.16 1.65 1.90 487%-2352 47 4.0 
1.05" 2.74 3.92 1.20 1.35 30%-15'e 28 4.8 
3.54 496 7% 4.65 950 . 2.50 62 -41 59 42 
1.62 3.06 3.19 2.20 2.20 46 -343%5 46 47 
69 2.17 2.60 1.25 1.25 27%-19% 22 5.6 
278 3.41 3.50 2.50 | 2.50 37 -25 30. 7.) 
1.39 1.96 2.14 1.00 ; 1.20 | 7036-42 68 1.7 


3678-2238 33 6.0 


°—Quarter ended May 31. 

65—9 months ended April 30. 

79 months ended March 31. 
S—Adijusted for 3 for 1 stock split. 
9—Quarter ended March 31. 


International Salt: Largest producer of mined rock salt ,sold to basic indus- 
tries, and salt evaporated from brine for food and home consumption. 
Earnings uptrend suggests possibility of increased dividends. B! 

Life Savers: Manufacturer of mint and fruit-flavored candies. Demand for 
products well sustained. Operations mechanized. Good cost control. Sta- 
bility of earnings lends protection to regular 40c quarterly dividend. B! 
Lionel Corp.: Specialty business in manufacture of model electric trains, 
mechanical toys and accessories. Recent record suggests stability rather 
than earnings growth. Continuation of 20c quarterly with possible extras 
indicated. C1 


Mergenthaler Linotype: Prominent position in production of typesetting 
and similar appliances, including the new Linofilm. Sustained commercial 
and Government business suggests 50c extra dividend again this year. B! 


Minnesota Mining & Manufacturing: Outstandingly progressive company 
in adhesives, coated abrasives, recording tape and other special items. 
Expansion and new products point to further growth and possibility of 
increased dividends. A1* 


National Supply: Largest independent manufacturer of oil and gas field 
equipment. Volume reflects drilling activity. Industry competitive but well- 
maintained earnings amply cover moderate $2.00 annual dividend. B! 





* — Most attractive of group. 
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Financial Survey of Specialty and Unclassified Stocks (Continued ) 








Ist 6 Months 








Net Sales 
1953 1954 
——(Millions)—— 


Net Profit Margin 
1953 1954 


1953 





NOPCO CHEMICAL ... $ 10.2 
W.C. (mil.) ‘52—$5.1 


W.C. (mil.) ‘53—$5.1 


$ 10.5 48% 6.0% 


49.54 





OUTBRD. M. & MFG. 60.94 6.34 9.44 1.524 


W.C. (mil.) ‘52—$12.9 
W.C. (mil.) ‘53—$13.4 





PITNEY-BOWES . 8.4 8.0 39 
W.C. (mil.) ‘52—$7.6 


W.C. (mil.) ‘53—$7.9 


8.2 5.6 


RHEEM MFG. 94.2 239 2.04 


W.C. (mil.) ‘52—$20.3 
W.C. (mil.) ‘53—$22.4 


n.d. n.a. 





SCOVILL MFG. 67.9 53.0 3.3 3.0 1.65 


W.C. (mil.) ‘52—$27.2 
W.C. (mil.) ‘53—$26.1 


SHEAFFER (W.A.) PEN 53° 60> 7.7° 8.0° 50" 


W.C. (mil.) ‘52—$2.35 
W.C. (mil.) ‘53—$2.75 


SIMMONS CO. 75.6 66.4 4.1 2.9 2.46 


W.C. (mil.) ‘52—$45.2 


W.C. (mil.) ‘53—$44.4 
161.8" n.a. n.a. 2.43% 


SMITH (A. O.) CORP. 
W.C. (mil.) ‘52—$55.8 
W.C. (mil.) ‘53—$67.6 


n.a. n.a. n.a n.a. 2.95 


UNITED FRUIT 
W.C. (mil.) ‘52—$41.8 


VANAD. CORP. of AM. 
W.C. (mil.) ‘52—$10.2 
W.C. (mil.) ‘53—$10.1 


24.1 17.4 6.8 a 2.96 


VISKING CORP. 19.0 yi ye 8.2 2.10 


W.C. (mil.) ‘52—$7.2 


WRIGLEY (W.) Jr. Co. 
W.C. (mil.) ‘52—$46.3 
W.C. (mil.) ‘53—$48.3 


39.6 41.1 14.7 14.0 2.96 





W.C.—Working Capital. 

n.a.—Not available. 
1_Plus stock. 
*—Year ended May 31, 1954. 
3—24 weeks ended June 12. 
49 months ended June 30. 


Nopco Chemical: First half-year’s net of $1.27 a share increased 29% over 
like 1953 period. Favorable outlook for balance of 1954. Regular dividend 
secure and should again be augmented by year-end extra. B!* 

Outboard, Marine: Operating economies, new facilities and sustained 
demand for products contributing to sales and earnings gains. Quarterly 
dividend on stock recently split 3-for-1 amply covered. B! 

Pitney-Bowes: Relatively stable earnings aided by EPT lapse. 1954 net 
likely to better last year’s $1.48 a share against $1 annual dividend 
needs, Bl 

Rheem Mfg.: Defense orders important factor, but new product develop- 
ment and further diversification establishing broader earnings base. 1954 
net should compare favorably with last year. Dividend should hold at 
current rate. B1* 

Scovill Mfg.: Decline in first half-year net sales reflected in net of $1.11 
a share for common stock against $1.65 a year ago. Some improvement 
in latter half expected but full year’s net may be under that of 1953. 
50-cent quarterly dividends should be maintained. B2 

Sheaffer (W. A.) Pen: Has maintained good position in highly competitive 
field by aggressive advertising and products improvements. 1954 net should 
be ample for regular quarterly dividends and an extra. Cl 


RATING: A — Best grade. B — Good grade. C — Fair. D — Poor. _ 


Net Per Share 
1954 


$ 98 $1.27 $167 $1.88 $ 1.35 


1 — Sustained earnings trend. 


2.714 


56 1.34 


2.03 


1.11 


Bs 2.35 


3.75" 


2.45 


2.33 


2.66 


2.94 


Full Year -———————_ - 
Dividend Per Share 

Indicated 

1954 





Price 
Range 
1953-54 


Div. 
Yield 


Recent 
Price 


Earned Per Share 


1952 1953 1953 


$1.35 24%-16 23° «5.8% 


1.205 1.41° 53! 83 28%- 9% 24> 3.4 


1.48 1.00 1.00 3014-19 27) 3.7 


2.76 3.63 2.00 2.30 37 -2553 35 6.5 


2.37 2.00 2.00 3134-25'8 27 7.4 


2.75 1.80 1.80 29%4-25'2 27 66 


4.79 4.97 2.50 2.50 37 -29'4 35 7.1 


5.02 S01 2.00 2.00 3812-25538 35 5.7 


4.32 5.08 3.50 3.50 58'8-45'3 49 7.1 


4.19 5.41 2.40 2.40 7373-36'4 69 3.4 


3.67 4.59 2.00! 2.00 71'2-33'4 69 2.8 


4.41 4.75 4.00 4.00 8878-71'4 87 4.5 


5—Quarter ended May 31. 

6—9 months ended April 30. 

7—9 months ended March 31. 
8—Adjusted for 3 for 1 stock split. 
9%—Quarter ended March 31. 


Simmons Co.: Disappointing 1954 first half-year. Net sales off 12.1% and 
net down to $1.45 a share from $2.46 year ago. Annual dividend rate will 
be covered and 50-cent quarterly payments should be maintained. C2 


Smith (A. O.) Corp.: Lower automotive equipment volume offset by sus- 
tained demand for oil and gas lines pipe. New lines helping earnings. 
Net for fiscal year ended last July should approach last year’s $5.11 a 
share. Dividend amply covered. B! 


United Fruit: Adverse Central America developments in first half-year 
reflected in six months’ net dipping to $2.45 a share from $2.95 a year ago. 
Somewhat improved outlook presages better final half-year. 75-cent quar- 
terly dividend should be maintained. B2 


Vanadium Corp.: New and more efficient alloy facilities and sustained 
uranium output should hold 1954 earnings close to 1953’s $5.41 a share. 
Dividend secure. Proposes to split shares 2-for-1. B! 

Visking Corp.: Good 1954 first half presages close to record net for full 12 
months. Broad dividend coverage warrants an extra in cash or stock. B'* 


Wrigley, Jr. (Wm.) Co.: Stable earnings records should be sustained by 
current year’s results without help of 1953 non-recurring profit. Dividend 
at $4 annual rate well protected. B! 


2— Lower earnings trend. * — Most attractive of group. 

















UVGUST 21, 1954 


643 














Fan. 








* 


Nie acre atiaaiail Sica Oy 


Seasonal 

Whatever happens henceforth, 
the market has already lived up 
to its reputation of staging sum- 
mer-season advances with an im- 
pressive degree of regularity, 
which is to say in a great majority 
of years. The best closing level in 
August to date was 6.8% above 
the level prevailing at the end of 
May, in terms of the Dow indus- 
trial average. That is a somewhat 
better summer rise, whether or 
not it is extended, than the aver- 
age such advance in recent years; 
but is well under the long-term 
average. The post-war swings in 
the Dow average look wide when 
measured in points, but have 
tended to be more moderate than 
older cycles when measured in 
percentage. That is one reason 
why summer rises in the postwar 
years have been unsensational. 
There is, of course, a diminishing 
percentage potential in a rising 
market, and especially at high 
levels. From 200 in the Dow aver- 
age a 20-point rise is 10%; from 
300 it is 6.6%; from the early 
August high, a hair under 350, it 
would be only some 5.7%. Points 
may look good, or bad, but it is 
profit or loss in percentage that 
is decisive. 


September 

There have now been some net 
gains by the industrial average 
in July in 38 out of 57 years, by 
the rail average in 40 out of 57 
years, If August ends on the plus 
side, it will make gains by the 
industrial average in this month 
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in 40 out of 56 years (one year was 
cut from all August-November 
records by the temporary war- 
time closing of the Stock Ex- 
change in 1914); and in 36 of 56 
years by the rail average. Sep- 
tember is a different story, with 
the industrial average off in 29 
years, up in 26; rails off in 32 
years, up in only 23. As the fig- 
ures indicate, there have often 
been September sell-offs from 
bear-market rallies or bull-mar- 
ket advances in the summer sea- 
son, in a number of instances also 
reflecting failure of business ac- 
tivity to show as much vigor 
“after Labor Day” as had been 
hoped for. What the market pat- 
tern might be in any one instance 
is, of course, unpredictable. But 
in view of the scope and duration 
of the rise which is now 11 
months old, it would make sense 
to lower, rather than to -raise, 
your sights on profit-making po- 


epee er cate RRR ERROR 1 IME “8 


tentials in September and in th 
early autumn season. 


Strong Stocks 

At this writing the market | 
reactionary, the Dow industrial 
having dropped nearly 7 point 
in a hurry. It is too early for ang’ 
reliable indications as to whethe 
this is another passing and mino 
flurry. Arguing that it should } 
nothing of importance, and pet 
haps digested by the time ya 
read these words, is the fact tha 
(1) good demand is likely t 
continue for institutional grad 
stocks; and (2) speculative tend 
encies in other sections of the lis 
have not been present lon 
enough or gone far enough t 
create any great excess. Be tha 
as it may, stocks which rise whi 
the market is under any considerg: 
able pressure invite at least 
close look. Here are some exam 
ples in the present instance 













































= 
INCREASES SHOWN IN RECENT EARNINGS REPORTS 

1954 1953 
Cutler-Hammer, Inc. . 6 mos. June 30 $3.23 $2.88 Cor 
North Amer. Aviation Quar. June 30 1.65 85 Con 
Pullman Inc. 6 mos. June 30 3.62 2.61 Jon 
Armco Steel Corp. . Quar. June 30 1.89 1.59 Ele 
Climax Molybdenum Co. . 6 mos. June 30 2.74 1.53 Joy 
Owens-Corning Fiberglas 6 mos. June 30 1.16 99 We 
Texas Gulf Sulphur Co. . Quar. June 30 2.53 1.99 Ger 
Allis-Chalmers Mfg. Co. . Quar. June 30 2.26 1.81 Luk 
American Chicle Co... .. Quar. June 30 1.26 .86 Sim 
Norwich Pharmacal Co. .. Quar. June 30 52 .31 Clu 
=| —— 
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1953 
$2.88 
85 
2.61 
1.59 
1.53 


1.99 
1.81 
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@ Chickasha, 





American Natural Gas, American 
Potash, Boeing, Commercial 
Credit, Corn Products, Grum- 
man, Grant, Rohm & Haas, Ohio 
dil, Scott Paper, Standard Oil of 
Indiana and Zenith Radio. 


‘Blow-Priced 


Among lower-priced specula- 
tive stocks, some currently show- 
ing suport in a soft market are: 
Artloom, Associated Dry Goods, 
Bell & Howell, Boston & Maine, 
Derby Oil, Duplan, 
Loew’s, Lane Wells, Liquid Car- 
bonic, Pabeo Products, Oliver 
Corp., Pittsburgh Forging, Na- 
tional Distillers, Norwich Phar- 
macal, American Air Lines, Bur- 
roughs Corp., Gair, Lees, Maso- 
nite and Thatcher Glass. For a 


: limited take-a-chance choice 


among these, based on market 
action and appraisal, our present 
nod would go to National Distil- 
lers, Gair, American Air Lines 
and Thatcher Glass. 


Chrysler 

“Explanations” which blame 
the news of the halving of the 
Chrysler dividend for general- 
market unsettlement are far- 
fetched. In the first place, sharp- 
ly lower Chrysler earnings had 
been pointing for some time to a 
dividend cut. Since many observ- 
ers Were surprised when the man- 
agement voted the $1.50 quarter- 
ly payment again three months 
ago, in view of impaired earnings 
and capital needs, only the unin- 
formed could have been shocked 
when the payment was belatedly 
tut to 75 cents quarterly. In the 
second place, the market would 
not react to this bit of “news” 
unless its technical position had 
been at least temporarily softened 
anyway, making the Chrysler 
item an excuse rather than a 
reason. Following months of de- 
tine from the 98-96 area, in re- 
flection of deterioration in Chrys- 


ler’s competitive position, to a 
low of 5614 early this year, the 
stock held in less than a 10-point 
range for some weeks. Currently 
at 5914, it has taken heavy selling 
without breaking the earlier low. 
The bad news in this situation is 
now out of the way—for at least 
some time to come. The stock 
should be rather thoroughly sold 
out by now, and unlikely to break 
previous low of 5614 unless a 
general-market “bust” causes it 
to do so. The company is “shoot- 
ing the works” on new models. 
They will get a lot of fanfare 
before very long; but it can hard- 
ly be known until after the turn 
of the year, perhaps not until well 
into the 1955 first quarter, what 
the public reaction will be and 
whether it will foot up to com- 
petitive improvement for Chrys- 
ler. In the meanwhile, we would 
not press sales of the stock. On 
the contrary, it might well be sub- 
ject to a good trading-swing rise 
on buying by people willing to 
bet on at least a partial competi- 
tive come-back by the company, 
and who figure that the medium- 
term risk in the stock is now sub- 
average. On a longer view, two 
things can be said: (1) Chrysler 
has a hard row to hoe in the bat- 
tle with General Motors and 
Ford. (2) If the 1955 models do 
not broaden the company’s pres- 
ent share of the car market, the 
stock could in time sag to a level 
making present price of 5914 
look high. 


Foreign Interests 

In Britain, West Europe and 
various other foreign areas eco- 
nomic and _ currency-exchange 
conditions are more favorable 
than in a long time. In quite a 
few instances, improvement in 
first-half profits of U. S. com- 
panies was due largely, if not 
entirely, to betterment of income 
obtained from foreign subsidiar- 
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Congoleum-Nairn, Inc. 
Cone Mills Corp.... 

Jones & Laughlin Steel 
Electric Auto-Lite Co... 
Joy Mfg. Co................... 
Western Auto Supply Co... 


General Refractories . 


Lukens Steel Co. i: Rie, 
[+4 ¢ 





r A 
Cluett, Peabody & Co.... 





DECREASES SHOWN IN RECENT EARNINGS REPORTS 


1954 1953 

. 6mos. June 30 $ .36 $1.10 
.. 6 mos. June 30 53 1.60 
.. Quar. June 30 -69 1.67 
.. 6 mos. June 30 50 3.64 
.. Quar. June 30 45 1.14 
Quar. June 30 1.26 1.87 

.. Quar. June 30 54 1.07 
36 weeks July 3 5.45 10.08 

. 6mos. June 30 1.45 2.46 
.. 6mos. June 30 1.16 2.34 
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ies. Two examples are Colgate- 
Palmolive and Standard Oil (New 
Jersey). It is interesting to note 
that, because of basic improve- 
ment in conditions, Jersey for the 
first time in many years, included 
earnings of its European and 
North African subsidiaries in the 
consolidated first-half report, 
which previously had included 
only dividends received from 
abroad. Among the many other 
U. S. companies with important 
foreign interests, some typical ex- 
amples are: Gillette, Coca-Cola, 
Anderson, Clayton, W. R. Grace, 
Firestone Tire, General Electric, 
National Cash Register, Wool- 
worth; all the big motion picture 
makers; and all the international 
oil companies, such as Texas, 
Socony, Standard of California, 
Gulf, ete. 


Oil Glut 


There is too much oil for mar- 
ket needs now, and renewal of the 
flow from Iran will add appreci- 
ably to world supply. However, 
Iranian output is tentatively fore- 
cast at only 300,000 barrels daily 
in 1955, 450,000 in 1956 and 600,- 
000 in 1957. Those are fairly 
small fractions of non-U. S. out- 
put around 5,000,000 barrels a 
day at present, and of U. S. out- 
put of over 6,000,000 barrels 


daily. Iranian oil will be in strong 


hands, able to work it into the 
market with the least possible 
disruptions, by being able to make 
reasonable production adjust- 
ments in various areas. On the 
helpful side, world consumption 
of oil products, outside of the 
U. S., is growing at an average 
rate around 6% a year. U. 8. 
crude-oil output and imports are 
under good control. U. S. refinery 
runs by major companies have 
been cut back considerably. So 
supply and demand promise to be 
brought into adequate balance in 
no great time, given normal 
weather. Oil stocks have made up 
much of their recent counter- 
market decline; and, on_ the 
whole, are performing about in 
line with, if not somewhat better 
than, the market at this writing. 
There are a number of good oil 
stocks. Among the best for long- 
term investment retention, all fa- 
vorites of institutional funds, are 
Jersey, Phillips, Socony-Vacuum, 
Pure Oil, Gulf Oil, Texas Com- 
pany, Standard of California, 
Standard of Indiana, Ohio Oil 
and Continental Oil. 














The Business Analyst 


What's head por Rusiness? 


By E. K. A. 


Consumer spending, rising irregularly but nevertheless 
rather steadily from the low levels of mid Winter, now has 
reached the point where it is running a little higher than in 
the comparable months last year, when the trend was down- 
ward. The “recession” in consumer spending, which recog- 
nizably was a source of deep concern to business men and 
investors when it began in the late Spring of 1953, now 
appears to be over. 

The “recovery” in con- 
sumer spending has been 
sharp and rapid. During 
July, according to prelimi- 
nary returns, retail sales 
were at an annual rate of 
some $174 billion as com- 
pared with an annual rate 
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190 J com of sales of $163 billion last 
Two January. These data are 
= adjusted, of course, for sea- 


sonal variation. During all 
of 1953, a year when retail 
sales attained a new record 
high total despite the fact 
that the trend was definitely 
downward from the Spring 
forward, sales volume was 


160 — $171 billion. 
Unquestionably, the sta- 
bility of the commodity 


price structure has been an 
important factor in the re- 
covery in consumer spend- 
ing since last Winter, when 
there was rather widespread 
expectation among the con- 
suming public that prices 
would soften as a result of 
the business slide and high 
unemployment. At the time, 
it seemed only good sense 
to defer any major pur- 
chases as long as possible. 
Another important factor 
contributing to the improve- 
ment in consumer psycholo- 
gy and willingness to spend 
fairly freely, has been the 
steady rise in security values. 

The overall data on retail 
sales and on consumer ex- 
penditures tend to conceal 
the fact that there has been 
considerable shifting about 
i during the past year or so 
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on how consumers 
spend their money. 
During the first and 
second quarters of 
this year, accord- 
ing to Department 
of Commerce an- 
alyses, there was a 
definite tendency 
for consumers to 
maintain their ex- 
penditures for non- 
durable goods, to 
contract their ex- 
penditures for dur- 
able goods, and to 
spend more on 
“services”. 

This was a period 
of flux, however, 
during part of 
which at least consumers were quite justifiably concerned 
lest the decline in industrial activity and the rise in unem- 
ployment become accelerated. The public quite naturally held 
back on purchases of automobiles and other consumer dura- 
bles, the buying of which could be deferred. Increased ex- 
penditures for various consumer services reflected both the 
long term trend and the fact that unit costs of services con- 
tinued to rise. 

There is a considerable tendency to believe that the shift- 
ing about in types of consumer buying during the first and 
second quarters of this year reflected quite definitely the 
development of new trends in consumer preferences. We can- 
not concur with these beliefs, however, since there appears to 
be ample evidence that consumers are beginning to revert 
to the types of spending that prevailed during the early 
part of 1953. 

Recent surveys of consumer buying intentions indicate quite 
clearly that there has been a definite shift in psychology since 
last Winter, with the majority of consumers now inclined to 
moderately abandon caution and buy automobiles and other 
consumer durables more freely, provided manufacturers and 
dealers do not attempt to raise prices particularly once such 
demand develops. Advancing the date for the introduction of 
1955 model cars seems likely to concur with the resurgence 
of demand. 

The sharp contra-seasonal jump in new housing starts dur- 
ing June, to the highest monthly level in three years, also is 
a measure of a fresh shift in consumer psychology and points 
to revived demand for numerous types of consumer durables, 
if past performance is any criterion. Barring some presently 
unforeseen development, a stronger buying movement than 
expected in durable goods—the keystone of our economy— 
appears close at hand. 
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MONEY & CREDIT—The Treasury's refunding of $7.5 billion 
of obligations maturing in August and September has been 
an outstanding success with no less than 97% of the old 
issues being turned in for new securities. Only $200 million 
had to be paid off in cash, or less than 3% of the total being 
refunded, a much smaller attrition than the 10% rate that 
has been considered normal in the past. Holders of the 
maturing issues had been given a choice of either a one-year 
certificate of indebtedness or a 6% year bond and the Treas- 
ury was pleased to find that more than half had accepted 
the longer term obligation. This result fits in very nicely with 
the Administration’s aim of lengthening the maturity of the 
debt, a policy which in the year ending June 30, 1954 has 
achieved an $8.8 billion reduction in isues in the less than 
five-year range while longer term obligations have been 
increased by $11.9 billion. 

A drive to lengthen debt maturities is usually accompanied 
by an attempt to place the debt in private hands, in order 
to reduce its inationary potential. This has not been the case 
in the past year, however. Instead, monetary policy has 
enabled the commercial banks to increase their holdings of 
Federal obligations by more than $5 billion since June 1953, 
a gain that has more than offset the contraction in bank 
loans to business during the period. As a result, the active 
money supply is actually higher today than it was a year 
ago, and this has exerted a bolstering effect on demand for 
goods. 

The Federal Reserve has found it necessary to mop up some 
of the excess funds created by its own recent cut in bank 
reserve requirements. In the four weeks ending August 4, the 
Central Bank has sold more than $800 million worth of Treas- 
ury securities without any real damage to the excess reserves 
of the reporting member banks which are still above $1 bil- 
ion despite the Federal Reserve’s action. Investors recognize 
that the move to reduce reserves to reasonable proportions is 
necessary in order to maintain an orderly money market and 
the demand for fixed income securities has not been adversely 
affected. The Treasury’s longest term issue, the 3%s of 1983- 
1978 gained another '% point in the two weeks ending August 
9 while the Victory 2%s of 1972-1967 lost a similar amount. 
The new 2%s of 1960 which were issued in the recent refund- 
ing are commanding a premium of %s of a point although 
the addition to the list of an additional intermediate term 
obligation has weakened other issues of similar maturity. 
Corporate obligations have displayed quiet strength in the 
first ten days of August and well-rated new issues have found 
a ready market at yields slightly under 3%. 
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TRADE—Retail sales were slightly lower in July, according 
to the “flash” report of the Commerce Department. This esti- 
mate, which is based on a cross-section of leading stores, and 
is seasonally adjusted, indicates that total sales last month 
amounted to $14.3 billion, a 1% decline from June and 2% 
under July, 1953. Although the latest figures are subject to 
revision when fuller reports are available, they give a pretty 
good idea of sales trends. According to the unadjusted figures 
provided by this report, automotive dealers suffered a drop 
in sales in July. However, sales of used cars have been in- 
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creasing significantly, and this may be a forerunner of better 
things ahead for new car dealers. 


INDUSTRY—Summer slackness continued to dominate indus- 
trial output during July and the MWS Business Activity Index 
finished the month at 189.8% of the 1935-1939 average, 
which compares with 194.9% at the end of June. However, 
construction activity remains a bright spot in the industrial 
picture and electric power output sets new highs with heart- 
ening regularity. Other sectors are not as cheering with steel 
ingot production hugging 65% of capacity, coal output run- 
ning far below last year and petroleum production being 
cut in line with lagging demand. 
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COMMODITIES—Commodity prices have held at dead cen- 
ter in the two weeks ending August 6. At least that’s the 
story told by the sensitive daily index of 22 commodities 
compiled by the Bureau of Labor Statistics. This index stood 
at 91.0% of the 1947-49 average on August 6, unchanged 
from levels of two weeks ago. Divergent trends in the compo- 
nents making up the index tended to cancel each other out. 
(Continued on following page) 
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Latest Previous Pre- 
Wk.or Wk.or Year Pearl PRESENT POSITION AND OUTLOOK 
Date Month Month Ago Harbor* 
MILITARY EXPENDITURES—$b (e) June 3.9 3.2 5.4 1.6 (Continued from page 647) 
Cumulative from mid-1940 June 554.9 551.0 506.7 13.8 Foodstuffs rose 1.1% during the period 
FEDERAL GROSS DEBT—$b Aug. 3 274.6 2708 2727 55.2 |while livestock gained 0.7%. At the same 
time industrial commodities lost 0.9% and 
asta oniaeatagy metals dropped 0.5% 
Demand Deposits—94 Centers. July 28 54.9 54.5 53.4 26.1 P : : 
Currency in Circulation Aug. 4 29.9 29.8 30.1 10.7 * * ~ 
BANK DEBITS—(rb3)** Spending for NEW CONSTRUCTION 
New York City—$b_— June 60.2 60.5 52.4 16.1 | continued boyant in July with outlays for 
344 Other Centers—$b June 96.9 96.1 95.8 29.0 |the month rising to $3,513 million, a gain 
PERSONAL INCOME-$b (cd2) June 286 «= 286287 102 | Of 5% over the previous months and 6% 
Salaries and Wages June 189 188 194 66 [above July, 1953. After adjustment for 
Pregristors’ tacames ia ” 49 "9 23 seasonal factors, July building activity was 
Interest and Dividends. June 24 24 23 10 progressing at a $37 billion annual rate. 
Seemtes Paguenete aie 16 16 14 10 Private construction made the best showing 
(INCOME FROM AGRICULTURE) June 16 17 16 3 _|in July with spending at $2,377 million, a 
year-to-year- gain of 7%. In this category, 
POPULATION--m (e) (cb) June 162.2 162.0 159.4 133.8 |residential building rose 10% and com- 
Non-Institutional, Age 14 & Over June 116.2 116.1 115.0 101.8 | mercial construction was up 23%. Indus- 
Civilian Labor Force June 65.4 64.4 64.7 55.6 |trial building lagged, running 7% under 
Armed Forces June 3.4 3.4 3.5 1.6 |last year while public utility outlays were 
Unemployed June 3.3 3.3 1.6 3.8 [unchanged from July, 1953 levels. Public 
Employed June 62.1 61.1 63.2 51.8 | construction was valued at $1,136 million 
In Agriculture June 7.6 6.8 8.1 8.0 Jin July, 3% ahead of last year. Highway 
Non-farm June 54.5 54.3 55.0 43.2. | building had a 9% gain and outlays for 
Weekly Hours June 42.5 41.6 43.3 42.0 | water and sewer projects were up 17%. 
EMPLOYEES, Non-Farm—m (1b) June 48.1 47.9 49.9 37.5 |The decline in public residential building 
Government June 6.6 6.7 6.6 4.8 can be seen in the 43% drop from a year 
Trade June 10.4 10.4 10.5 79 |ago in outlays for this purpose. 
Factory June 12.4 12.4 14.0 ik By 4 ie ~ me 
Weekly Hours June 39.6 39:3 40.7 40.4 
Hourly Wage (cents) | une 181.0 180.0 177.0 77.3 BUSINESS FAILURES rose slightly in 
Weekly Wage ($) June 71.68 70.74 72.04 21.33 |June with 965 firms shutting their doors, a 
ag . 
PRICES—Wholesale (Ib2) ye cornered spree ore 
Retail (cd) May 208.8 208.1 208.2 116.2 : zi df 
compiled by Dun & Bradstreet. LIABILI- 
COST OF LIVING (Ib2) June 115.1 115.0 1145 65.9 | TIES of failing firms increased faster than 
Food June 113.8 113.3 113.7 64.9 |the number of failures, mounting 8% 
Clothing June 104.2 104.2 1046 59.5 |above the May level to $41.6 million. 
Bent Sune 128.3 128.3 123.3 89.7. |While these losses were below the peak 
for liabilities which was reached in Feb- 
— yoann ruary, they were 29% larger than in June 
Retail Store Sales (cd) May 14.0 14.2 14.4 PI at ioe year. 
nerted — > May 47 49 5.2 11 The month-to-month increase in June 
apeteiaiandaeet May 9.3 9.4 9.3 3.6 | failure was confined to manufacturing and 
Dep't Store Sales (mrb) May 0.81 0.84 0.89 0.34 | construction. Among manufacturing con- 
Consumer Credit, End Mo. (rb) May 27.5 27.3 26.9 9.0 | cerns there was a marked rise in casual- 
MANUFACTURERS’ ties of textile and apparel firms while fail- 
New Orders—$b (cd) Total** June 22.9 22.8 25.2 14.6 ures in the paper and printing industry 
Durable Goods ome 10.0 10.0 12.4 7. | fell to the year’s lowest level. 
Non-Durable Goods June 12.9 12.8 12.8 7.5 o " a 
Shipments—$b (ed)—Total** June 24.2 24.0 25.9 8.3 
Durable Goods June 11.3 11.3 13.2 4.1 Manufacturers delivered 2,650 new 
Non-Durable Goods June 12.9 12.6 12.7 4.2 | FREIGHT CARS in June, down from 3,173 
in May and 6,463 in June, 1953, according 
BUSINESS INVENTORIES, End. Mo.** to a joint announcement by the American 
Total—$b (cd) June 79.0 79.4 80.2 28.6 | Railway Car Institute and the Association 
Manufacturers’ June 44.5 448 46.2 = 16.4 | of American Railroads. New orders re- 
Wholesalers’ June 11.9 11.8 17 4.1 | ceived in June amounted to only 1,139 
Retailers’ June 22.6 22.8 22.3 8.1 | cars, continuing the wide gap between 
Dept. Store Stocks (mrb) June 2.4 2.4 2.5 i orders and shipments which is steadily re- 
BUSINESS ACTIVITY—1—pc July 31 189.8 189.8 197.6 141.8 |ducing backlogs. At the end of June, 
(M. W. S.)—1—np July 31 236.4 236.4 241.8 146.5 |orders for 13,860 freight cars remained 
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totes! Previous Pre- 
Wk.or Wk.or Year Peorl PRESENT POSITION AND OUTLOOK 
Date Month Month Ago Harbor* 

INDUSTRIAL PROD.—la np (rb) June 124 124 136 93 on the books, down from 15,615 a month 
Mining June 111 WW 119 87 earlier and 52,315 a year ago. The freight 
Durable Goods Mfr. June 135 135 154 88 car building industry is currently at a low 
Non-Durable Goods Mfr. June 116 N6— 121 _89 | ebb but manufacturers are hopeful that 

CARLOADINGS—t—Total July 31 684 684 794 933 , the increasing use of railroad cars to carry 
Misc. Freight ~ | July 31 336 332 377 379 truck trailers presages a revival in their 
Mdse. L. C. L July 31 61 60 67 66 business. 

Grain July 31 59 64 52 43 * * * 
ELEC. POWER Output (Kw.H.) m July 31 9,139 9,103 8,512 3,266 
a Corporate CASH DIVIDEND PAY- 
feet COOK. Pred, teh m July 31 7.5 7.0 9.3 10.8 | MENTS are still climbing, with the June 
Cumulative from Jan. 1 - | July 31 210.8 = =203.3 259.0 44.6 | total amounting to $1,252 million, a 1.5% 
Mocks, End Mo June 69.6 694 760 61.8 | gain over a year ago, the Commerce De- 

PETROLEUM—(bbls.) m partment has reported. Dividends of man- 
Crude Output, Daily ‘| July 30 6.3 6.3 6.6 4.1 ufacturing corporations were 2% above 
Gasoline Stocks. ___ | July 30 158 159 142 86 the corresponding 1953 month with higher 
Fuel Oil Stocks July 30 55 54 50 94 rates by oil refining and chemical com- 
Heating Oil Stocks July 30 100 98 102 55 panies accounting for most of the advance. 

AUMBER, Prod.—(bd. ft.) m July 31 1S we ona | et DARE re eee Oy ee 
Stocks, End Mo. (bd. ft.) b_— —_ | June 9.1 9.3 ray OE hist testis ond leather —— Paap: 

a ; A nae non-manufacturers, the heat, light and 

STEEL INGOT PROD. (st) m June 7.4 7.5 9.4 7.0 | Power group increased its payments as did 
Pcie ties tam % ta 44.1 367 57.9 74.7 | the communications industry. Smaller pay- 

ate ee - ments were made by mining companies. 
AWARDS—$m (en) Aug. 5 369 -262—t—«97 94 Pea ae pm — pier 
ne sae te. ¥.. a ee — SS = amounted to $4,276 million, a 7.5% gain 

MISCELLANEOUS over the corresponding 1953 period. How- 
Paperboard, New Orders (st)t ___ | July 31 256 204 256 165 ever, a substantial part of this increase 
Cigarettes, Domestic Sales—b_______ | May 31 31 31 17 resulted from the fact that many com- 

Do., Cigars—m May 480 486 506 543 panies shifted their payment dates forward 
Do., Manufactured Tobacco (Ibs.)m_ | May 17 17 17 28 into the beginning of 1954. 
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b—Billions. cb—Census Bureau. cd—Commerce Dept. cd2—Commerce Dept., seasonally adjusted monthly totals at annual rate, before taxes 
cdlb—Commerce Dept. (1935-9—100), using Labor Bureau and other data. e—Estimated. en—Engineering News-Record. I—S y 
(1935-9—100). la—Seasonally adj. index (1947-9—100). Ib—Labor Bureau. Ib2—Labor Bureau (1947-9—100). Ib3—Labor Bureau (1935-9—100). It—tong 
tons. m—Millions. mpt—At mills, publishers and in transit. mrb—Magazine of Wall Street, using Federal Reserve Board Data. np—Without compensation 
for population growth. pc—Per capita basis. rh—Federal Reserve Board. rb3—Federal Reserve Bank of N. Y.—1941 data is for 274 centers. st—Short tons. 
t-Thousands. *—1941; November, or week ended December 6. ** 
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1954 
ened 1953-'54Range =» 1954 1954 | ay, 14, 1936, Cl.—100) High tow July30 Aug. 6 
inves (1925 Cl.—100) High low  July30  Aug.6 | 100 HIGH PRICED STOCKS 155.9 1144 1559 154.4 
300 COMBINED AVERAGE ......... 237.9 179.0 237.9 236.7 | 100 LOW PRICED STOCKS 275.1 203.7 274.8 275.1A 
4 Agricultural Implements 263.3 179.0 211.2 214.8 4 Investment Trusts a 128.7 93.1 128.7 126.8 
10 Aircraft (‘27 Cl.—100) Feat 330.3 710.8 755.7A 3 Liquor (‘27 Cl.—100).............. 967.8 805.8 925.8 917.2 
7 Airlines (‘27 Cl.—100) 693.9 492.6 669.9 665.0 11 Machinery ....... 283.4 181.0 281.4 275.3 
7 Amusements ............... 122.0 76.4 121.1 122.0 3 Mail Order ....... 144.5 101.0 144.5 143.4 
10 Automobile Accessories 289.4 213.8 259.8 259.8 3 Meat Packing S 101.7 78.7 98.6 96.8 
10 Automobiles ................... 49.4 38.4 42.8 42.8 10 Metals, Miscellaneous 287.4 198.4 287.4 283.4 
3 Baking (‘26 Cl.—100)....... 28.0 23.0 23.7 24.2 4 Paper 669.0 394.9 669.0 650.6 
3 Business Machines ................ 519.0 311.4 517.0 502.9 24 Petroleum ............ 505.0 376.5 492.9 480.8 
2 Bus Lines (‘26 Cl.—100)........ 282.4 170.2 282.4 277.8 22 Public Utilities 0.00.00... -....... 227.4 173.8 227.4 227.4 
MROMMNNIEN 0. 5. .c.scs58ciscescetesacexe 432.1 337.9 432.1 432.1 8 Radio & TV ('27 Cl.—100) 36.9 27.6 35.3 35.3 
3 Coal Mining ............ 15.4 9.0 10.2 11.2 8 Railroad Equipment .............. 64.1 49.1 60.5 60.5 
4 Communications .................... 81.7 58.6 78.7 wf OR a Re 53.0 41.8 51.4 51.0 
MEGONSITUCHOED .o<cac.csncscsssessncee-: 87.2 57.9 85.9 87.2A | 3 Realty _........... 70.6 42.3 69.5 69.5 
MP GONIONIMNG  f520<55.<ccas0e0sceceescas- 667.1 456.9 667.1 647.5 3 Shipbuilding ......... 450.8 228.7 433.2 450.8A 
9 Copper & Brass... 191.5 125.3 191.5 186.0 SUF RNIN soi svsnnss cs staszes sovadeaees 433.3 339.0 410.5 406.7 
2 Dairy Products ........ 129.1 82.3 129.1 127.0 11 Steel & lron........ a 171.5 122.8 171.5 168.9 
5 Department Stores ..... 73.2 54.6 73.2 75 Be URINE ac occsasss pale recsaguaaeee 59.8 45.9 52.8 52.3 
5 Drug & Toilet Articles. 294.4 203.8 294.4 287.3 SIE 5 sdickcncsevarstsonssceaacssacs 714.7 525.6 714.7 709.4 
2 Finance Companies ..... 514.5 341.8 514.5 510.5 PSC SERA renner ereereercer roomie) (07 <7 101.3 127.6 125.6 
2 Food Brands ................ 234.7 113.0 234.7 230.9 3 Tires & Rubber .................... 115.6 70.4 115.6 111.3 
2 Food Stores .... 149.0 113.0 149.0 149.0 5 Tobacco 105.2 735 80.3 77.7 
3 Furnishings. ...... 79.2 59.6 64.9 63.7 A NR OREO os snc ca sscasesscs 319.5 274.4 280.1 283.0 
4 Gold Mining ...........-..scceecesee 760.0 502.3 637.9 612.8 16 Unclassified (‘49 Cl._—100) 126.0 97.0 126.0 124.9 
A — New High for 1953-1954. 
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Trend of Commodities 





Prices of commodity futures were generally easier in the 
two weeks ending August 9 and the Dow-Jones Commodity 
Futures Index lost 2.87 points to close at 180.94. Grains were 
lower and May wheat lost 5 cents in the fortnight ending 
August 9 to close at 209%. The Department of Agriculture 
has estimated the July 1, 1954 wheat carryover at 903 million 
bushels. Adding to this, 1954’s anticipated output of 988 
million bushels gives us a total supply of 1,891 million 
bushels, highest on record. However, the Government is 
going to own or control a large part of this stock, thus 
bolstering prices. Corn futures have ben adversely affected 
by the arrival of long-needed rains and the May option lost 
9% cents in the period under review to close at 154%. The 
recent dry spell may hove done some permanent damage 
to the corn crop and this would necessitate drawing on the 
carryover, most of which is in Government hands, in order 





to meet this season’s consumption requirements. Liquidation 
has hit soybean futures and the January option dropped 
22 cents in the two weeks ending August 9 to close at $2.7] 
a bushel. The improved weather was the important factor 
in this market and it is expected that this year’s crop js 
going to be well ahead of the262 million buhels harvested 
in 1953. Selling hit cotton on August 9, in the wake of the 
Government's estimate of a 12.7 million bale crop, which 
was higher than anticipated. The October option closed ot 
34 cents that day, 39 points under levels of July 26. The 
Commodity Credit Corporation loan on 1954 cotton will be 
33.23 cents, basis middling fifteen-sixteenths inches. This js 
equivalent to approximately 34/2 cents on futures contracts 
and will be a supporting factor now that prices are under 
this figure. Demand for cotton cloth has improved slightly and 
mill stocks are on the low side. 
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The Personal Service Department of THE MAGAZINE OF WALL STREET 
will answer by mail or te.egram, a reasonable number of inquiries on 
any listed securities in which you may be interested or on the standing 
ad reliability of your broker. This service in conjunction with your 
subscription should represent thousands of dollars in value to you. It is 
abject only to the following conditions: 

|, Give all necessary facts, but be brief. 

1, Confine your requests to three listed securities at reasonable intervals. 
4, No inquiry will be answered which does not enclose stamped, self- 


4, No inquiry will be answered which is mailed in our postpaid reply 


s, Special rates upon request for those requiring additional service. 





Western Union Telegraph 


“Enclosed please find my check for 
20 for renewal of my subscription to 
The Magazine of Wall Street for the 
suing year. I will be grateful to you 
ir any information regarding Western 
Inion Telegraph Co. as to recent earn- 
ings and prospects.” 


W. D., Little Rock, Ark. 


The increased mechanization of 
Western Union Telegraph facili- 
ties in recent years and the ex- 
vansion of facsimile and private 
wire services are expanding and 
this should aid earnings. 

Net earnings for the first six 
months of 1954 amounted to $3,- 
300,114, equal to $2.68 a share 
and this compares with first half 
if 1953 net income of $4,417,378, 
quivalent to $3.59 a share. 
Based on the present levels of 
general business, the outlook for 
the third quarter appears to indi- 
tate an improvement in operating 
let over the same period of last 
year. 

Gross operating revenues for 
the first half of 1954 totaled 
$106,341,706, compared with 
$111,055,797 in the same period 
if last year. The decrease of ap- 
broximately 4% is attributable to 
the lower level of general business 
activity which, according to the 
Federal Reserve Board index fig- 
tres for industrial production, 
was 8% below the level of a year 
ago, 

Although wage increases inci- 
dent to negotiation of two-year 
tontracts with the unions became 
fective June 1st, without any 
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offsetting rate relief until July 
15th, the June 1954 net income, 
after providing for $388,000 wage 
increases, amounted to $771,526. 
This compares with net income of 
$945,241 in June 1953. Gross op- 
erating revenues in June this year 
were $18,852,685, as against $19,- 
362,141 for the same month last 
year, a decline of less than 3%. 

Effective June 1, 1954, new two- 
year contracts with the unions, 
representing the company’s land- 
line employees were negotiated. 
The contracts will add in the ag- 
gregate $6,979,000 to the com- 
pany’s annual operating expenses. 
Of this amount, $4,575,000 be- 
came effective June 1, 1954; 

738,000 will become effective on 
December 1, 1954 and the re- 
mainder will become effective in 
1955. In view of these increased 
costs, and to improve the com- 
pany’s earnings, revised telegraph 
rates schedules designed to pro- 
duce additional net annual rev- 
enues of approximately $10,000,- 
000 have been or are in process 
of being filed with regulatory 
bodies. $7,300,000 of these addi- 
tional revenues became effective 
July 15th. 

The new rates provide special 
incentives to encourage greater 
use of the telegraph. These in- 
clude a 20¢ volume discount, 
unique in the long history of the 
telegraph industry, to be applied 
on each message in excess of 100- 
a-month sent by those having di- 
rect wire connections with the 
telegraph system. Another incen- 





tive in the new rate structure, 
designed to stimulate the use of 
additional words beyond the basic 
15 words in telegrams, is the re- 
duction of 14¢ to 2¢ in the charge 
for each additional word in mes- 
sages to the more distant points. 

Dividends in 1953 totaled $3.00 
per share and 75¢ quarterly has 
been paid thus far in the current 
year. With indicated dividend 
yield good and prospects over 
coming months appearing satis- 
factory, the shares warrant re- 
tention at this time. 


General Precision Equipment 

“Please state the nature of business 
done by General Precision Equipment 
Corp. and give recent earnings and any 
other pertinent data you have on the 
Company.” K. N., Tulsa, Okla. 

General Precision Equipment is 
a leading producer of motion pic- 
ture theater equipment, industrial 
computors and controls, and very 
special devices for aviation and 
marine industries and for the 
armed services. 

Consolidated net sales for the 
3 months ended June 30, 1954 
were $30,816,064 as compared 
with $20,987,580 for the same 
period of 1953. The consolidated 
net profit, after adjustment for 
minority interest, for the 3-month 
period of 1954 was $1,485,993, as 
compared with $804,156 for the 
same period of 1953. 

For the 6 months ended June 
30th, consolidated net sales were 
$54,305,196 for 1954 as compared 
with $41,102,567 for 1953 and 
consolidated net profit, after ad- 
justment for minority interest, 
was $2,541,652 for 1954, as com- 
pared with $1,469,066 for 1953. 

The operating results of Link 
Aviation, Inc. are included in the 
above figures only from the date 
of its acquisition, April 30th, 
1954. During the 6 months ended 
June 30, 1954, the number of out- 
standing shares of common stock 
increased due to the acquisition 
of Link Aviation, Inc., a partial 
exchange of “retained shares” of 
the Kearfott Co., Inc. and the con- 
version of part of the $2.90 cumu- 

(Please turn to page 658) 
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Smokers who prefer a king-size cigarette but yet 
want the advantages of a filter tip will find their 
requirements met by The American Tobacco Co., 
which has begun national distribution of its “Her- 
bert Tareyton” brand of cigarettes in the longer 
length and its new Selective Filter. Filter tip “Her- 
bert Tareyton” will be packaged in a wrapper simi- 
lar to the regular “Herbert Tareyton” vack, which 
the company will continue to produce, but with 
strong identification in the form of diagonal red, 
white and blue stripes in the bottom corner. 


Highway signs that are rustproof and not affected 
by sunlight, rain, snow, high or low temperatures, 
and even bullets are being produced by the Seiber- 
ling Rubber Co., and are being tried out in Akron 
and Barberton, Ohio. Basic material is a new vinyl 
plastic developed by the B. F. Goodrich Chemical 
Co., The B. F. Goodrich Co.’s subsidiary which says 
the new product will snap back into shape after 
it is bent, and will partially seal up holes caused 
by bullets. The plastic, it is said, is virtually shat- 
terproof, can be made in any permanent color, and 
does not need to be painted. 


Hercules Powder Co., which helped to develop and 
is now producing solid propellants for the Army’s 
guided missile “Nike” and its “Honest John” long- 
range artillery rocket, announces that two Army 
Ordnance Corps contracts have been increased more 
than $100 million and extended for another 15 to 
18 months. Hercules is also producing the main pro- 
pellant charge for the Air Force “Jato” (jet assist 
take-off) unit. “Jato” unit is attached to an aircraft 
when needed to provide additional power on take- 
off, making possible the lifting of heavier plane 
loads. Production of the various materials are in 
two government-owned installations being operated 
by Hercules under fixed-fee contracts. 


The Bureau of Ships, Washington, D. C., has 
awarded the Marine Division of Mackay Radio & 
Telegraph Co., an International Telephone & Tele- 
graph Corp., associate, a contract for lifeboat radio 
equipment for troop transports of the Military Sea 
Transportation Service, U. S. Navy. The order 
covers 100 units for use in providing communication 
between lifeboats and shore or shipboard stations. 
These are a newly developed unit, engineered to 
withstand the severe conditions encountered during 
emergency operations in lifeboats, and equipped 
with sufficient storage battery capacity for opera- 
tion and to provide power for searchlight operation. 


The kilosphere, a device no larger than the aver- 
age five cent candy bar yet containing more than 
500 minute loudspeaker outlets, is the latest develop- 
ment in music reproduction by Columbia Records, 
Inc., a wholly-owned subsidiary of Columbia Broad- 
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casting System, Inc. According to the company, the * 
kilosphere or “K” speaker system reproduces the 
treble range with extraordinary clarity and crisp. f 


ness. Developed by Columbia’s Devartment of Engi- 
neering and Development, the “K” speaker is a per. 
forated metal oblong with more than 500 tiny aper. 
tures, each of which acts as a loudspeaker when the 
covering membrane of foil is set into vibration by 
electric signals from the phonograph system. Colum. 


bia’s latest 1954 models of its high-fidelity “360”! } 
phonograph will be equipped with twin “K” speak. 


ers with a total of more than 1,000 outlets. The Bell 
& Howell Co., working jointly with Columbia Rec. 


ords, is adopting the “K” speaker in two of its tape 
recorder models. These will be distributed through 


authorized Columbia distributors in the music field. 


The Grumman Aircraft Engineering Corp. recent- 


ly unveiled to public view its first supersonic plane, fon. 
the F9F-9 Tiger which in test flights is said to have fi 
traveled faster than sound. The Tiger, designed for filli 
shipboard operation, is equipped with folding wings} 


and powered with a Curtiss-Wright J-65 Sapphire 


jet engine. It is said that preliminary production ish 


already under way under a $40 million contract, 


but it is probable that the new plane will phase inf 


next year and full production atttained in 1956. 


Standard Brands, Ine., is negotiating for the ac- 
quisition of all the outstanding stock of Kendall 
Foods, Inc., maker of dog foods distributed through 
grocery and other retail outlets on the Pacific Coast. 
It is expected that the transaction will be completed 
within the next two months after which the Kendall 
company will become a division of Standard Brands. 


In order to clear inventories before introducing 
its large-screen color television receivers, Radio 


Corporation of America announced a 50% reduction f.,,. 


in the retail price of its 1214 inch viewing screen 


color console model. The company stated that those 


who had already purchased this model at the origi- 
nal $1,000 price would receive rebates as the price 


adjustment passed along through distributors tof‘). 


dealer levels. The company believes that by repric- 


ing the current 1214 inch screen model distributorf, 
and dealer inventories will be cleared before the): 


introduction of the 21-inch color, receiving sets 
which it plans to demonstrate some time during the 
middle of September. 


Union Pacific Railroad has ordered 50 diesel 


freight engines from the Electro-Motive Division} 


of General Motors Corp. This new order, involving 
approximately $8.6 million, brought to 240 the num- 
ber of diesel freight units purchased by the road in 
the last seven months. The previous order, placed 
last December, covered 190 units at a cost around 
$32 million. 
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ruman Budget had made, des- 
ite the fact that about $7.5 bil- 
in has been saved to the people 
ough successive tax reductions. 
tis, of course, admitted that no 
wh tax reduction could have 
uzken place had it not been for 
he truce in Korea. Nevertheless, 
mere has been no weakening of 
ie defense establishment. 
Treasury receipts for fiscal 
54 were $64.6 billion. This was 
me $3 billion under the receipts 
timated in January. There was 
decline of $1 billion in individ- 
al income taxes and of $1.3 bil- 
im in corporation income taxes. 
v#so, there was an increase of 

































he 00 million in Federal tax re- 
~~ finds, a sum rather difficult to 


timate in advance. On the ex- 
¢nditures side the actual figure 
‘has reduced to $67.6 billion as 
-feainst an estimate of $70.9 bil- 
in, National defense, always the 
iggest item, showed a cut of $2.5 
lion under the January esti- 
ate of $46.2 billion. At the be- 
st of President Eisenhower 
any economies were instituted 
pd, of course the military estab- 
ithment had, in previous years, 
sembled a tremendous plant 
nd volume of equipment, some of 
“Ruseful for years. 


Miscellaneous Cuts 


The Mutual Security expendi- 
wes were reduced $680 million 
8. the mifitary equipment side 
nd there was a decrease in 
wnding by the Atomic Energy 
wmmission amounting to $307 
ilion through paring of costs 
hile delays in deliveries of stra- 
gic and critical materials for 
e stockpile at least postponed 
penditures reaching some $120 
illion. The vagaries of planting 
id weather resulted in crop sup- 
ort payments being reduced $400 
ilion under the previous year 
ut $122 million above the Janu- 
ty estimate. An unexpected item 
in the credit side was receipt of 
614 million from operations of 
he Housing and Home Finance 
ving gency. This was $500 million 
um- love the estimated sum. Despite 
d infll the windfall scandals the Gov- 
acedf#mment won handsomely in the 
und Pleration through a notable gain 
1 private financing of local hous- 
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ing authority bonds and notes 
held by the Federal Housing Ad- 
ministration and heavy sales of 
mortgages by the Federal Na- 
tional Mortgage Association. 

It is beyond question that the 
Treasury will proceed with a pol- 
icy of supplanting the vast ac- 
cumulation of short term debt, 
built up under the policy of the 
Roosevelt-Truman regime, with 
longer term issues. A good start 
had been successfully made in 
financing at rates which made 
possible a saving of $200 million 
in interest on the Public Debt in 
a single year. 

The question of raising the ceil- 
ing on the Public Debt remains 
open with good prospects of some 
sort of a compromise through the 
relenting of Senator Byrd on his 
previous stern stand against any 
change. The Treasury a year ago 
urged an increase of $15 billion 
in the debt limit and, although 
the House authorized it, the Sen- 
ate, under the Byrd leadership 
proved adamant. Now the Treas- 
ury has brought its figure down 
to $10 billion and Senator Byrd 
has intimated that he will con- 
sent to an increase of $5 billion 
in the limit. The Finance Com- 
mittee has voted a $6 billion in- 
crease until June 30. Conceivably 
there could be still further give 
and take in the bargaining be- 
tween the Executive and the Leg- 
islative branches, before final 
action. 

Sectretary of the Treasury 
Humphrey, opposed as he is to 
any inflationary tendency and 
eager to attain a balanced budget, 
nevertheless insists that the 
Treasury must be able to have a 
tolerance in its day-to-day financ- 
ing ability in order to work out 
of the fiscal labyrinth in which 
the last Administration left it. 
Senator Byrd has stood firm 
against the slightest temptation 
to increase the debt and, there- 
fore, contribute to inflationary 
influences. 


The Deficit 


The present estimate is for a 
Treasury deficit of $4.1 billion 
next June 30 comnared with last 
January’s estimate of $2.9 billion. 
It is certain that efforts will con- 
tinue to realize economies. The 
attitude of Congress is indicated 
by the reduction of half a billion 
in the foreign aid bill voted by 
the Senate. On the President’s 
urgent plea, $314 million of this 


was restored but the eagerness 
toward economy was thoroughly 
evinced. 

Again, with reference to both 
the Budget and the Debt, the in- 
tent and the efforts being made 
by the Administration and the 
Congress are the important con- 
siderations rather than the imme- 
diate results. It must be borne in 
mind that, under the fiscal policy 
of the previous regime, the debt 
limit would long ago have been 
lifted not by five or six or even 
fifteen billions but by whatever 
seemed good at the moment. And 
it must be remembered that the 
Truman estimate for expenditures 
in fiscal 1954 was $78.6 billion. 
This was brought down by the 
present Congress and Adminis- 
tration to $67.6 billion. So the 
outstanding achievement has been 
not merely the halting of the 
ascending figures but an actual 
reversal, however small! 

There can be no doubt that, re- 
gardless of politics, many legis- 
lators are hopeful of increasingly 
sound Federal financing. Nine- 
teen Democratic Senators sup- 
ported the bill and, in the House, 
no less than 114 Democratic Rep- 
resentatives. In both Houses the 
measure was attacked as one de- 
signed for the relief of the rich 
at the expense of lower income 
classes and such attacks were 
strongly backed by organized 
labor and by other elements, long- 
ing for a return of the New Deal 
theory of taxation and of a wholly 
carefree attitude toward the Pub- 
lic Debt. 

There has been some difference 
of opinion as to the desirability 
of the application of the Mills 
Plan for anticipatory payments 
of taxes. The new law provides 
that on tax liability over $100,000 
corporations will pay their entire 
1954 taxes in two installments in 
March and June. Then in Sep- 
tember, 1955 they will pay 5 per 
cent of 1955 liability and the 
remainder in March and June, 
1956. Allied to this system is the 
issue of tax anticipation certifi- 
cates by the Treasury. An offer- 
ing of $3.5 billion of such certi- 
ficates, dated August 2 and ma- 
turing March 22, 1955 and bear- 
ing only 1 ver cent was three 
times oversubscribed. This brings 
the Debt limit only one billion 
over the obligations on the basis 
of the limit before final Congres- 
sional action. 

The manner in which any tax 

(Please turn to page 654) 
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legislation operates is dependent 
upon the movement of the nation- 
al economy. One of the main ob- 
jectives of the measure was to 
increase incentive to undertake 
new enterprises. It would seem 
that the country has, to some ex- 
tent, anticipated this purpose for 
new expenditures for plant and 
equipment for the first seven 
months of the year are $558 mil- 
lion ahead of the same period last 
year. Personal income in the first 
half of 1954 was at the annual 
rate of $285.4 billion or $700 mil- 
lion ahead of the first half of 
1953. There is a definite spirit of 
optimism. The stage seems to be 
favorably set for the operation of 
whatever magic resides in the 
thousand pages of this new tax 
law. 


(Note: In the next issue, as a 
companion piece to this review of 
the tax bill, we will publish a 
comprehensive analysis of the 
Budget and the general effects it 
is likely to have on our economy.) 

—END 





Farm Price Supports — A 
Political Football 





(Continued from page 621) 


with droughty conditions a factor 
in the determination of farmers 
to ship their stock. At the same 
time, dry weather this Summer 
has lifted feed prices, rendering 
feeding operations just that much 
more unprofitable. 

Increased hog marketings and 
slaughter this Fall, reflecting both 
seasonal factors and the increase 
in the pig crop last Spring, are 
scheduled to coincide with very 
heavy cattle marketings and 
slaughter. If meat supplies ap- 
proach current indications, prices 
are likely to decline to the lowest 
levels in years. During most of 
this year, declines in prices re- 
ceived by farmers for livestock 
have been about offset by the 
larger numbers marketed, with 
little resultant change in gross in- 
come from livestock. But, if pres- 
sure on prices continue, as seems 
likely, gross receipts from live- 
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stock will be smaller this Fall 
than last year. 


Farm Price Decline Accelerated 


There is a distinct possibility 
that the gentle decline in farm 
products prices since a year ago 
will be accelerated during the re- 
mainder of 1954. Owing to stor- 
age congestion, government price 
supports on several important 
crops may be less effective than 
in recent years while prices of 
minor crops are likely to weaken 
as this year’s larger crops are 
harvested and marketed within 
a short space of time. 

If at the same time, livestock 
prices contract for the reasons 
noted above, the decline in farm 
products prices this Fall could be 
somewhat greater than seasonal. 
The political implications of such 
a development require no explana- 
tion. From an economic stand- 
point, such a decline—occurring in 
conjunction with the scheduled 
seasonal rise in general busines 
activity—would tend to act as a 
brake on recovery through fur- 
ther weakening of the “farm mar- 
ket” for industrial products. The 
decline in farm income has al- 
ready had a severe effect on the 
farm equipment industry. —END 





Candidates for Stock Splits 
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roads, has been whittling away 
at its low interest rate 1st mort- 
gage 27%%% bonds and reducing, 
by open market purchase, its $5 
convertible series “‘A” preferred 
stock to where only 650,094 shares 
were outstanding at the end of 
1953, a reduction of more than 
$5 million within two years’ not- 
withstanding the heavy capital 
expenditures already mentioned. 
From the time of completion of 
reorganization, there has been no 
increase in the amount of common 
stock in the hands of the public, 
the number of shares outstanding 
being 1,408,768 shares. The pre- 
ferred stock is convertible into 
common ona share for share basis 
and, if holders of the senior issue 
elected to convert, this would re- 
quire an additional 650,094 shares 
of common. Such conversion and 
a stock split on, say, a 2-for-1 basis 
would require submission of the 
plan to a vote of common stock- 
holders inasmuch as such a split 
would result in the issuance of 
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approximately 4,177,724 common 
provided all the outstanding pre. 
ferred was converted. The Rock 
Island, as a result of its achieve. 
ments in strengthening its finan. 
cial position and increased operat. 
ing efficiency, has developed sub. 
stantial earning power. Net earn. 
ings for the common stock last 
year were equal to $15.36 a share, 
and while 1954 first half-year’s 
smaller revenues account for a dip 
in common stock earnings to $4.29 
a share, as compared with $7.95 in 
the 1953 first half net for the full 
year should be somewhere in the 
neighborhood of $10 a share or 
twice dividend requirements of $5 
a share annually on the present 
stock which at current price 
around 74 yields 6.7%. Obviously, 
earnings could well support a divi- 
dend of at least $2.50 a share after 
a possible 2-for-1 stock-split, an in- 
crease of 50 cents a share on the 
old basis. 


REYNOLDS METALS CO., is 
one of the fastest growing com- 
panies in the rapidly expanding 
aluminum industry. Reynolds 
which, prior to World War II, 
confined operations largely to the 
production of foil, entered the 
postwar period as the second larg- 
est, fully integrated domestic 
aluminum producer. Since 1946, 
to the close of the 1954 first half- 
year, net earnings of the company 
have totaled $62.24 a share on 
the common stock, and this figure 
could be increased to $70.68 a 
share with the inclusion of reali- 
zation of part of undistributed 
profits upon sale in 1946 of a 50% 
interest in an affiliated but not 
consolidated company.: Although 
four stock dividends of 10% each 
and two of 5% each, one of the 
latter being distributed on July 
2, 1954, have been made in the 
postwar years, cash distributions 
throughout the last eight and one- 
half years total up to a meager 
$9.50 a share. This left approxi- 
mately $61.18 a share to go back 
into the business in one way or 
another, but largely to increase 
and develop holdings of bauxite 
deposits and enlarge aluminum 
production and aluminum product 
facilities at a cost, for the latter 
program since “Korea,” of $174 
million. This sum added to that 
spent in prior years has brought 
net property account, standing at 
$44.9 million at the end of 1946, 
to $277.2 million on Dec. 31, 1953, 
a net gain of $232.3 million in the 
short space of 7 years. At the 
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ame time, funded debt of the 
rent company and consolidated 
ubsidiaries which reached a peak 
in 1952 of $277.8 million had been 
reduced at the close of last year 
jy $20.2 million, while the re- 
maining $5.50 preferred stock 
wtstanding in the amount of 10,- 
#63 shares were redeemed or con- 
verted into common stock. After 
adjustment of this redemption or 
eonversion Reynolds has only 1,- 
302,489 common shares outstand- 
ing, having an equity of a little 
more than $109 million as com- 
jared with $37.4 million as of 
Dec. 31, 1946. Expansion in pro- 
juction and earning power em- 
jhasizes the growth of Reynolds. 
dperations in 1953 set new rec- 
wds in production, sales and 
arnings. Net sales increased 22% 
wer the previous year and net 
arnings, higher by 24% than in 
1952, were equal to $10.15 a 
share. Futhermore, heavy charges 
m accelerated depreciation have 
kept stated earnings considerably 
below the real figure. That man- 
agement of the company is cog- 
nizant of stockholders’ interests 


‘lis evident by the declaration of 


moderate stock dividends in re- 
cent years. It is the stated policy to 
maintain a conservative cash div- 
idend until a substantial repay- 
ment of debt has been achieved 
but it is also possible that if esti- 
mated earnings based upon recent 
profit ratios and current capaci- 
ties are realized, much of this 
debt can be retired at a rapid 
rate in anticipation of which con- 
sideration would be given to a 
split-up of the capital stock in 
leu of stretching small stock div- 
idends over a period of years. Ac- 
tion of the stock in the market ap- 
pears to reflect this possibility. 
During the current year the is- 
sue has moved up from a low of 
lg to a recent high of 80, 
and is currently selling at 79, 
where on the basis of annual cash 
dividends of $1.50 a share it 
yields just under 2%. Obviously, 
turrent price reflects both growth 
cs and a possible stock 
split. 


THE SPERRY CORP. The rec- 
ord of Sperry over the last 2014 
years, or from the time of its or- 
ganization to date, has been one of 
almost uninterrupted growth in 
product development, shipments, 
het income, net worth and work- 
ing capital. In all that time, how- 
ever, there has been but a minor 
Increase in the amount of capital 
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Special Steels Do Secret 


Jobs in New Atom Sub 


Aboard the U. S. Navy’s Nautilus, world’s first atomic-powered 





submarine, special steels are performing vital jobs from stem to stern. 


In the power plant itself, a special Armco Stainless Steel is 
exposed to hot radioactive water. This steel was used because of 


its great resistance to corrosion. 


In the electronic equipment, special Armco Electrical Steels are 
part of the submarine’s eyes and ears—radar and sonar. And they’re 
at the heart of its weapons-control and communications systems. 


Throughout the Nautilus there are many different steels at 
work in specialized jobs. And they point up one fact: the atomic 
age we are entering will be an age of Special-Purpose Steels. 





Developing and producing those special steels is the heart of 


Armco’s business. 


ARMCO STEEL CORPORATION 





Sheffield Steel « Armco Drainage & Metal Products, Inc. » Tne Armco International Corporation 


MIDDLETOWN, OHIO 











‘stock outstanding, a fact which > 


provides a basis for the expecta- 
tion that the company may soon 
join the ranks of those that have 
split their shares. Since 1946 
to the end of 1953, total earnings 
for the capital stock—there is no 
preferred — have amounted to 
$37.78 a share. Net per share last 
year reached $7.57, and for the 
first six months of 1954, aided by 
elimination of EPT, net was equal 
to $5.56 a share. Adding this latter 
figure to the 8-year total brings 
it to $43.34 a share, out of which 
stockholders have received cash 


dividends in the sum total of 
$17.50 a share, or slightly less 
than 40% of all 81% years’ net 
earnings. In other words, in that 
time $31.7 million of net has been 
paid out in dividends and $45.6 
million has gone back into the 
more diversified business, the 
growth of which has been high- 
lighted by an increased line of 
civilian products as well as a 
broader output of aircraft, ma- 
rine and other products, including 
vital equipment for the Armed 
Forces. In the 7 years since the 
(Please turn to page 656) 
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Candidates for Stock Splits 
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end of 1946, Sperry has increased 
its working capital from $37 mil- 
lion to $63.5 million at the close 
of 1953, and within the same 
period its net worth has grown 
from $39.9 million to $78.7 mil- 
lion. Of that amount $70.4 million 
represented earned surplus and 
only a little more that $2 million 
represented the value of the out- 
standing 2,086,695 of $1 par value 
common stock. Sperry entered the 
current year with a backlog of 
unfilled orders of $520 million 
which undoubtedly has been in- 
creased since then by new busi- 
ness, assuring 1954 operations 
again in high volume and presag- 
ing, as confirmed by first half 
year results, full year’s operations 
producing net income, especially 
with the removal of the EPT-bur- 
den, at a record level. The outlook 
for continued growth as well as 
the possibility of the shares being 
split is reflected in the current 
market action of the stock. From 
a low this year of 4314, the issue 
recently moved to a high of 7834, 
and now stands at 75. At this price, 
the stock is selling to yield 4% on 
the annual $3 cash dividend rate. 


STANDARD OIL CO. (INDI- 
ANA). This remains the conspicu- 
ous exception to the important 
Standard Oil companies that have 
split their shares in the past sev- 


eral years. Yet, the heavy accumu- 
lation of post-war earnings over 
dividends of S.O.IND. would seem 
to justify the expectation that this 
company will sooner or later join 
its sister concerns with respect to 
splitting the shares. That this 
hope has been deferred for an un- 
usually long period is not too sig- 
nificant. Since 1946, and includ- 
ing the first half of 1954, the com- 
pany has earned a total of $63.68 
a share against which it has paid 
out in cash dividends the sum of 
$18.3714 a share, or a payout of 
less than 3%. (It also made extra 
distributions in the form of 1 
share of S.O.N.J. on each 100 
shares of Indiana in 1948-49; on 
each 75 shares of stock in 1950; 
on each 40 shares of stock held in 
1951, and on each 50 shares of 
stock held in 1952 and 1953.) Ap- 
proximately $50 a share has eith- 
er been ploughed back into the 
company since 1946 or added to 
reserves. During this period, 
though it has risen from an aver- 
age 1946 market price of about 
45 to the current price of about 78 
(post-war high of 92 in 1952), 
the stock does not appear to have 
fully discounted the greatly ex- 
panded position of the company. 
Common stock capitalization has 
remained constant during this 
period at 15,386,000 shares. There 
are 40 million shares authorized 
which could conveniently furnish 
the basis of a two-for-one split. 
Net property value has risen from 
approximately $637 million to 
$1,325,000,000 at the end of 1953. 





LOSSES LOOM ON STOCKS | 


NOW SCORING ADVANCES 


Special Babson “Switch” Bulletin 


Advises What to Sell and Buy | 


Popular demand for some of the 
best-known stocks has pushed 
their prices beyond their value. 
Equally good stocks have been 
neglected since 1946. They’re 
good bargains at their current 
low prices. 


70 Stocks Listed 


This Special “Switch” Bulletin 
lists 50 stocks on which Babson’s 
clients have been advised to take 
their profits. It also lists 20 
“bargain” stocks of high quality 
having less risk and better 
futures. The “buy” list — based 
on up-to-the-minute research — 
covers stocks for income, capital 
gain, growth and speculation. 


BABSON’S REPORTS 
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Dept. M-2, Wellesley Hills 82, Mass. 


Facts Dictate Moves | 
The advice contained in this | 
bulletin gives you the benefit of 
Babson’s 50-years’ experience in | 
guarding investors’ gains through 
5 booms, 5 panics, 10 .dministra- 
tions and 2 world wars . . . cover- 
ing periods when the gains of 
years were lost in weeks. This bul- 
letin will be particularly valuable 
to investors whose experience has 
been confined to the present 11- | 
year bull market. | 
Yours for Only $1.00 
For only $1.00—to cover cost 
of preparation and mailing — 
you get this chance to check your 
judgment against the advice of 
Babson’s over 100 trained invest- 
ment personnel. Write: 





It is obvious that outstanding 
common stock capitalization has 
not kept pace with the growth of 
the company. In this connection, 
it should be noted that working 
capital in the period has increased 
from $189 million to $401 million, 
The company in recent years has 
placed itself in a much stronger 
strategic position with respect to 
increasing crude and particularly, 
natural gas reserves. At the cur. 
rent price of 78, the yield is only 
3.2% on the $2.50 per share cash 
dividend. With earnings running 
at the rate of about $7 a share, 
the stock could be split two-for. 
one and the cash dividend raised 
to at least $1.50 a share on the 
split basis, without any difficulty. 
Even a $2 dividend on the new 
stock could easily be maintained. 

—END 





How Real is West European} 


Recovery 





(Continued from page 628) 


means of tax concessions. Al- 
though it has been successful in 


some instances, in general Aus- }. 


industries must 
international 


trian export 
await freeing of 


trade which will permit speciali- },; 


zation in certain products. 
Belgium: The country has 


large gold and dollar reserves; §, 
discrimination §, 


there is little 
against dollar imports and _ the 
currency is practically converti- 
ble except for capital transfers. 
The chief problem of Belgium is 
lowering of production costs to 
meet the increasing competition 
in steel products, textiles and 
chemicals. Belgium must also es- 
tablish new industries which 
means investment in_ selected 
sectors of the economy, develop 
scientific research and encourage 
technical education. The Belgian 
Congo is proving to be too great 
an attraction for Belgian capital 
and hence modernization of Bel- 
gian industries may not proceed 
as fast as it should. 

Denmark: Relatively prosper- 
ous until now, the Danes may be 
facing some belt tightening. Ag- 
ricultural exports have been mov- 
ing slowly and prices are declin- 
ing. With imports high, the coun- 
try has nearly exhausted its for- 
eign exchange reserves. The ex- 
pansion of agricultural exports 
depends largely on freeing inter- 
national trade. Another problem 
concerns the raising of produc- 
tivity of local industries, so that 
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Danish products may compete 
more successfully in the home 
market. 

France: Although French in- 
justrial production is the highest 
wer recorded, the country is in 
the midst of an economic dead- 
eck which the new Premier, M. 
Mendes-France, apparently in- 
nds to break. France’s foreign 
xchange resources to which the 
United States contributes materi- 
ily via aid to Indo-China, are 
wing used to finance deficits in 
international payments rather 
than the modernization of 
france’s industries and agricul- 
ure. The chief cause of the in- 
rnational payments deficits is 
the disparity between domestic 
id foreign prices, which only 
the devaluation of the franc can 
ure. If firmly handled, the com- 
ing devaluation of the franc could 
ry well initiate one of those re- 








narkable recoveries that occurred 


all of Western Europe. 

Germany: The chief question 
n the case of Germany is how 
much farther can the present dy- 
namic expansion go. Apparently 
his will depend upon: (1) the 
wntinued ability of Germany to 
xpand her exports, in which the 
freeing of international trade and 
urrency convertibility will be 
helpful; (2) the continued high 
evel of investment, particularly 
inthe industries which still lag in 
productivity and modernization. 
















Greece: Good crops and the 
liberalization of trade following 
he drastic devaluation of the 
rachma greatly improved the 
onomic situation of the coun- 
ty. However, the carrying out 
if an extensive development pro- 
tram aimed at raising production 
uid employment by means of land 
mprovement, development of 
ater power, and exploitation of 
reece’s considerable mineral 
vealth will require assistance 
tom abroad, if the country is not 
resort again to deficit financing 
ito a lowered standard of living. 
Italy: Italy has liberalized her 
tade more than any other Euro- 
han country and has balanced 
er international payments. While 
he present rate of expansion of 
tr economy could be maintained 
iid even increased, it would not 
enough to provide a solution 
or the basic problems. Hence un- 
mployment may continue to in- 
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crease, the standard of living re- 
main static and the development 
of Southern Italy continue to lag. 
Internal fiscal reforms, freeing of 
international trade, and the step- 
ping up of foreign investment 
may help the situation, but the 
outlook generally is not encour- 
aging. 

The Netherlands: The country 
has emerged from the postwar 
reconstruction period in excellent 
financial condition and with in- 
ternational payments in balance 
despite the extensive liberaliza- 
tion of trade. However, the fast- 
growing population will require 
a rather heavy investment espe- 
cially in the industries working 
for export if the Dutch are to 
maintain the present high level 
of imports. A stable Government 
and liberal trade policies have 
greatly encouraged foreign in- 
vestment ; convertibility and free- 
ing of international trade may 
also help and push up the Dutch 
standard of living, presently at 
about the prewar level. 

Norway: Like Denmark, Nor- 
way is at present suffering from 
the balance of payments difficul- 
ties incurred partly by a drop in 
ocean shipping rates and partly 
by an excessive investment pro- 
gram that has required heavy im- 
ports. The solution lies in the 
postponement of some of the proj- 
ects and in encouraging invest- 
ment in foreign exchange saving 
enterprises. 

Portugal: The chief problem is 
how to accelerate the develop- 
ment of the country’s economy in 


view of the extensive underem- 
ployment and a rapid rise in pop- 
ulation. Financial stability, a 
relatively low level of taxation, 
and a small national debt make 
Portugal a particularly desirable 
place to invest, but wealthier 
classes show surprisingly little 
enterprise and prefer to keep 
their savings liquid. 

Sweden: With the comeback of 
Germany, the competitive posi- 
tion of many Swedish products 
(engineering and metal) has de- 
teriorated. Since Sweden is a so- 
cialist welfare economy, produc- 
tion costs are high and likely to 
stay high. Sweden has probably 
the highest standard of living in 
Western Europe, but its interna- 
tional payments are none too well 
balanced and the reserves rather 
inadequate. Hence like the other 
Seandinavian countries, Sweden 
may not be keen on convertibility 
at present. 


Bolstering up Weak Spots 


Why then, the reader may ask, 
in view of the great recovery in 
Western European production 
and the fact that many of the 
current problems cannot be solved 
by giving money away, is that the 
Congress is being asked to appro- 
priate nearly one billion dollars 
for the Western European Mutual 
Security Program? 

The answer is that some two- 
thirds, er over $600 million of 
Mutual Security funds represent 
military hardware or aviation 

(Please turn to page 664) 
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Pullman 
Incorporated 


88th Consecutive Year of 
Quarterly Cash Dividends 
paid by Pullman Incorporated 
and predecessor companies 


A regular quarterly dividend of 
seventy-five cents (75¢) per 
share will be paid on Septem- 
ber 14, 1954 to stockholders of 
record August 20, 1954. 


CHAMP CARRY 


President 
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PLYMOUTH (J lee, SOTO 
DODGE Iss CHRYSLER 
gypY 


(OU GET THE GOOD THINGS FIRST FROM CHRYSLER CORPORATION 








DIVIDEND ON 
COMMON STOCK 


The Directors of Chrysler Corporation 
have declared a dividend of seventy- 
five cents ($.75) per share on the 
outstanding common stock, payable 
September 11, 1954 to stockholders | 
of record at the close of * business 
August 16, 1954. 


B. E. HUTCHINSON | 
Chairman, Finance Committee | 




















AtlasCorporation | | 


33 Pine Street, New York 5,N.Y. | 


Dividend No. 51 
on Common Stock | 








A regular quarterly dividend of 50¢ 
per share has been declarcd payable | 
September 20, 1954 to holders of 
record at the close of business on 


Stock of Atlas Corporation. 
Water A. Peterson, Treasurer 
August 2, 1954. 




















August 27, 1954 on the Common | 
| 
| 
| 
| 





BOOK MANUSCRIPTS 


If you are looking for a publisher, send for our free, 
illustrated booklet titled To the Author in Search of a 
Publisher. It tells how we can publish, promote and 


distribute your book, as we have done for hundreds of 
other writers. All subjects considered. New authors 
welcomed. Write today for Booklet WF. It's free. 


VANTAGE PRESS, Inc., 120 W. 31 St., N. Y. 1 
In Calif., 6253 Hollyweod Blvd., Hollywood 28 
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lative convertible preferred and 
preference stocks. As a result of 
these transactions, the common 
stock outstanding as of June 30, 
1954 amounted to 794,231 shares, 
as compared with 649,087 shares 
at January 1, 1954. 

The company feels that in view 
of the changes in the number of 
shares of common stock outstand- 
ing, and the fact that the earn- 
ings of Link Aviation are includ- 
ed in only May and June, it is ap- 
propriate to state the profit per 
share for the second quarter and 
for the six month period on the 
basis of the average number of 
shares of common stock outstand- 
ing during those periods. 

The profit for the 3-month per- 
iod ended June 30, 1954, after 
deducting dividends paid on the 
preferred and preference stocks, 
was equivalent to $1.86 per share 
on 749,509 shares of common 
stock, which was the average 
number of shares outstanding 
during the period. For the simi- 
lar period of 1953, the profit re- 
ported was equivalent to $1.21 
per share on 649,087 shares out- 
standing at the end of that period. 

For the 6 months ended June 
30, 1954, the consolidated net 
profit, after deducting dividends 
paid on the preferred and prefer- 
ence stocks, was equal to $3.37 
per share on 700,352 shares of 
common stock, which was the 
average amount outstanding dur- 
ing the period. For the similar 
period of 1953, the profit reported 
was $2.22 per share on 649,087 
shares outstanding at the end of 
that period. 

Demand for improved theater 
equipment has aided earnings. 

Dividends for 1953 were $1.00 
per share and 40¢ quarterly is 
the current rate. 


West Penn Electric Co. 


“T own 100 shares of West Penn Elec- 
tric Co. stock. What is the present situ- 
ation in the company and shall I retain 
the stock?” C. L., Phoenix, Arizona 

West Penn Electric Co. is a 
holding company controlling West 
Penn Power, Monongahela Power 
and Potomac Edison. This system 
is integrated and operates in 
Pennsylvania, West Virginia and 
Maryland. The broadening indus- 
trial diversification is a favorable 
long-term growth factor and as 
indicated dividend yield is good, 


THE 


we recommend further retentio 
of your stock. 

Total electric revenues of West 
Penn Electric System in the firs 
half of 1954 were 0.6% above 
such revenues for the first hal 
of 1953. In this period, operating 
expenses and maintenance were 
0.4% higher, reflecting lower fue 


expense and greater relative us¢ 


of more efficient equipment inci 
dent to reduced output, offset by 
higher wage and other costs: 
Federal income tax decreased; in 
terest charged to construction in 
creased the cost ofcreased the cos 
of relatively greater construction 
work in progress; and consoli- 
dated net income was 3% higher 
for the first half of 1954 compare( 
with 1953. 


Earnings per share for the firs 
6 months of 1954 were $1.84, 
compared with $1.79 for the cor 
responding 1953 period. For the 
12 months ended June 30, 1954 
earnings per share were $3.48 
compared with $3.36 for the pre 
ceding 12 month period. 

One reason for the stability of 
West Penn Electric System’ 
earnings for the first 6 month 
period of lower industrial activit 
is that growth in revenue fro 
homes, stores, restaurants, etc 
has offset reduced power revenué 
from industry in spite of an over 
all decrease in energy sales. 

The company’s residential] ant 
commercial busines continues td 
grow very satisfactorily, and gen 
eral industrial activity in its ter 
ritory held steady during the sec 
ond quarter, around the level pre 
vailing at the end of the firs 
quarter. The System estimates 
that power output in the mont 
of July, when industry vacatio 
shut-downs are numerous, will bé 
about 10.8% below that of Jul 
1953. 

The bituminous coal industr 
has always been one of the larges 
classes of industrial power user! 
of the West Penn Electric System 
Electric revenue from coal-mining 
customers accounted in 1953 fol 
about 10% of total electric rev 
enue, as compared with 20% i 
1930, even though this class 0 
revenue increased 86% in dollal 
amount between those years 
Throughout this period, fluctua 
tions in coal production in thé 
area have not induced correspont 
ing fluctuations in revenue be 
cause of the stabilizing influencé 
of the basic power requirements 
and the fact that the structure 0 
power rates is such that curtail 
ment of coal production increase 
STREE 
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entio the cost per kwh energy used. 


West The territory covered by the 
e firgf™Pany has substantial reserves 
lal of metallurgical coal of the high 
: hha ality required by the steel in- 

alfiustry. Metallurgical coal is not 
wbject to competition from gas 
md oil. Future increases in basic 
teel production will be reflected 
7 in increased production of metal- 
- rw urgical coal. The production of 
cou hemicals from coal in the Sys- 
d= ings territory has barely begun. 
a in This offers some future promise. 
dll The 55¢ quarterly dividend is 
uction wrrently covered by a good 
eeu margin. Prospects: over coming 
nighes months appear satisfactory.—END 
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: ssential. So is the maintenance 
lity off reasonable reserves. What is 
stem#reasonable”? That depends .on 
ur circumstances and _ objec- 
ctivitihives. Some people depend largely 

t Wholly on investment income, 
s, etind have to keep the great bulk of 
-veneir funds continuously em- 
1 OVelBloved on a long-pull basis. Our 
eommendation of reserves up to 
al andkmaximum of about 40% is in- 
ues t#inded for the guidance of more 
d getfypical seekers of capital gain, 
ts tefho are not long-pull investors, 
1€ SecHho are in “for a ride” and who 
el prefould like to avoid being hung up 
2 firs#ith too much stock when the 
imate#ime comes for the less prudent to 
montlet their usual “round trip.” 
catio owever, no one percentage fig- 
will bre for reserves can be the right 
f Jule for each of the many thou- 

nds of readers of these discus- 
dustriions. Advice on reserves is neces- 
largesmrily generalized, and is properly 
- userfibject to tailor-made alteration 
ystem# the individual in the light of his 
niningr her own situation—Monday, 
53 foRugust 16. 
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(Continued from page 613) 


nevertheless felt reassured as to 
basic solidarity of the British 
with us in the event of an immi- 
nent threat of war. The possibili- 
ty of a Labor government with a 
marked “neutralist” tinge, how- 
ever, puts an entirely different 
complexion on the durability of 
the alliance. From now on, every 
American government must pon- 
der whether its long-range stra- 
tegic policies have envisaged the 
possibility of a growth in “neu- 
tralism” not only in England but 
in other countries with which we 
have at present strong military 
ties. We have tried very hard to 
strengthen our alliances but, if 
against all our efforts, the alli- 
ances do not hold in a final test, 
we should be prepared with the 
alternative policy of creating the 
strongest military establishment 
of which we are capable. Pending 
proof of a genuine desire for 
peace, of which the Soviets have 
thus far not given the slightest 
concrete evidence, it is by no 
means unlikely that we shall be 
compelled more and more to de- 
pend on our own resources for 
our security. —END 





The Trend of Events 
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jeopardy. For many of our essen- 
tial raw materials we are depend- 
ent on sources in far-off lands, 
many of them under the control 
of fickle allies or timid neutrals, 
some veritably under the guns of 
our most probable enemy.” Sev- 
enty-seven such critical materials, 
according to the report, are far 
outside the U.S. borders, most of 
them in Asia and Africa. In time 
of war, we could be seriously ex- 
posed to the threat of being cut 
off from these supplies. And this 
is what makes the situation of 
more than academic interest. 
Under these circumstances, it 
becomes all the more necessary to 
develop new resources that are 
closer at hand; in Canada, the 
Caribbean, and the more acces- 
sible regions of Latin America. 
Presumably, these regions can be 
more readily defended than those 
many thousands of miles away. 
Aside from strategic considera- 
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STAUFFER CHEMICAL 


COMPANY 
DIVIDEND NOTICE 


The Board of Directors has declared 
a dividend of 32%2¢ per share on the 
common stock payable September 1, 
1954 to stockholders of record at the 
close of business August 16, 1954. 
Christian deDampierre 
Treasurer 








DIVIDEND NOTICE 
Jefferson Lake Sulphur Company 


The Board of Directors, at a meet- 
ing on August 10, 1954, declared the 
regular semi-annual dividend of 35¢ 
per share on the Preferred shares and 
the regular quarterly dividend of 30¢ 
per share on the Common shares (Divi- 
dend No. 45), both payable September 
10, 1954 to shareholders of record, 
August 25, 1954. 


CHAS. J. FERRY 
Vice-President & Secretary 











Burroughs 


219th CONSECUTIVE CASH DIVIDEND 


A dividend of twenty-five cents ($.25) 
a share has been declared upon the 
stock of BurrouGHs CorPorATION, pay- 
able October 20, 1954, to shareholders 
of record at the close of business 
September 24, 1954. 


SHetoon F. Hat, 


Vice President 
and Secretary 


Detroit, Michigan, 
August 13, 1954. 








UNITED CARBON COMPANY 
DIVIDEND NOTICE 


A quarterly dividend of 6214 cents per share has 
been declared on the Common Stock of said 
Company, payable September 10, 1954, to stock- 
holders of record at three o’clock P.M. on 
August 24, 1954. 


C. H. McHENRY, Secretary 











tions, there is the purely economic 
fact that in many ways our own 
natural resources are becoming 
insufficient to meet the needs of a 
growing population in an increas- 
ingly industrialized country. For 
this reason, the opening up of the 
Labrador mines has utmost sig- 
nificance and, most probably, is 
only one of the more striking de- 
velopments of the kind that we 
may expect in coming years.—END 
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Which “Specialties” for 
1954-1955 Profits? 





(Continued from page 640) 


appraisal 36 of the better known 
of these issues. Most of them have 
broad markets which is quite 
often not true of the rank and file 
of the so-called specialties, a fact 
which must be borne in mind by 
intending investors as market- 
ability is an important consider- 
ation. 

Each of the stocks listed is 
commented on briefly but ade- 
quately, and those which appear 
to have the best potentialities for 
income and appreciation are es- 
pecially marked with an (*). To 
all, we have attached the ratings 
which form a basic part of this 
series of our Mid-year Dividend 
Forecast. These vary according to 
investment position and outlook 
and are explained by the symbols 
attached, for which please see the 
bottom of each page of the tables. 

—END 





Is Boom in Machinery — 
Machine Tools Over? 





(Continued from page 638) 


cancellations are practically non- 
existent. It also states new busi- 
ness continues to come in at a 
level well above pre-Korea, thus 
insuring satisfactory operations. 
Net earnings of the company for 
the six months to June 30, 1954, 
totaled $994,300 on shipments of 
slightly above $13 million. This 
showing improved on that for the 
1953 first half-year in which ship- 
ments of $16.1 million produced 
net of $944,978, equivalent to 
$2.25 a share for the capital stock 
as compared with $2.37 in the 
1954 first half-year. With sus- 
tained business through the great- 
er part of the last six months of 
the year, at least, Monarch’s 1954 
earnings should equal 1953’s $4.18 
a share, and possibly improve on 
that considering the company has 
completed fast write-off of plant 
and equipment. 


NATIONAL ACME CO., also 
came through the 1954 first half- 
year with a good earnings report, 
net for the capital stock being 
equal to $3.72 a share as compared 
with $3.25 a share for the like 
period of last year. Although the 
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company has disclosed no figure 
pertaining to unfilled orders, it 
states that its backlog toward the 
latter part of July was sufficient 
to sustain current rate of produc- 
tion through the balance of this 
year and into 1955. Dividends at 
an annual rate of $3.50 a share 
paid last year should be maintain- 
ed through 1954 under ample 
earnings coverage that is likely 
to match 1953’s $6.02 a share. 


The Machinery Companies 


While the outlook for most of 
the machine tool builders has im- 
proved—although few, if any, had 
a discouraging first half-year—a 
similar favorable statement can- 
not be applied in blanket form to 
the general machinery manufac- 
turers. First half-year’s results 
for many of these companies aid- 
ed in varying degree by the lapse 
of EPT, made favorable compari- 
sons with last year’s first half 
earnings, although dollar sales 
volume fell below the level attain- 
ed in the corresponding periods 
of 1953. 


FOSTER WHEELER. An ex- 
ception is the Foster Wheeler 
Corp., which wound up the six 
months to June 30, last, with 
gross sales of $83.9 million, up 
from $68 million a year ago, and 
net before taxes mounted to $5.6 
million which was $3.3 million 
more than in the 1953 first six 
months. Despite the fact that in- 
come tax increased to $3.1 million 
from $1.3 million last year, Foster 
Wheeler more than doubled its net 
income to $2.4 million. This is 
equal to $4.24 a share for its cap- 
ital stock, as compared with $1.76 
a share for the 1953 first half- 
year. After suspension of dividend 
since payment of 25 cents a share 
in June two years ago, stockhold- 
ers are again in line for a distri- 
bution on their shares on Sept. 
15, next, when 30 cents a share 
will be paid to stock of record 
August 16. This is a conservative 
payout, considering net earnings 
for the 1954 first half and 1953 
full year earnings of $5.05 a 
share. The company last April 
paid off its remaining $2 million 
short-term bank notes, and will 
probably want to follow a con- 
servative policy in order to liqui- 
date the remaining bank indebt- 
edness of $6 million obtained in 
recent years under a revolving 
credit arrangement. 

Foster Wheeler’s sales trend in 
the 1954 first half-year was not 
the pattern for others in the gen- 


eral machinery group. Caterpill, 
Tractor’s sales of $198.2 millig 
were under the $236.1 million re 
ported for the like period of 1953 
However, reflecting removal 4 Me 
the EPT burden, net was lifted t 4 
$12.6 million, or $2.94 a shar Me 4 
compared with net of $11.6 mi _ or 
lion, or $2.81 a share for the firs 
half of 1953, after giving effect Af 
the 4% stock dividend paid Aug 
ust 10, 1954. There appears to } 
a good possibility that this year’ 
first half showing will be close} 
duplicated in the  remainin 
months to bring final 1954 resul 
close to the $4.84 a share earne 
last year, notwithstanding th 
larger number of shares create 
by the stock dividend. While far 
equipment sales in the fina 
months of the year are not ef — 
pected to develop in an apprecif what 
able volume, there should be @ 
fairly well sustained demand fo 
road-making equipment. Antici 
pating continued good busines 
for this division, Caterpillar no 
has a $50 million plant under co 
struction that should be in opera progre 
tien some time in 1955. This e 
pansion has put something of § »,,:¢¢ 
strain upon working capital, iff... Pre 
view of which it is not likely thal of 46 
the company will immediately reg '"4e*- 
store the 1953 cut in the dividen@ Supply 
rate which should be maintaineg %°°'<' 
on the current 50 cents a sharg (“°° 
quarterly basis. Dow 1 
Because of the number of comg 2"? ‘* 
panies falling into the maching “*" 
tool and_ general ' 
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There 
| defin 
than 


Progre 


Progre 


machiner§ tecoms 
groups, it is impossible to presen ™ 
in the space allotted to this arti you in 
cle, an individual discussion ff Washi 
each one. In lieu thereof, we se "0s ° 


forth in the accompanying tablg "°"% 
individual comment, together witlg Week 
the latest available statistical datg 77° 


on companies comprising botl 
groups, with particular attentio! 
given to earnings and dividend 
In weighing company pro: 
pects, value is given to the degre Me 
of diversification that each ha 
achieved in fields other than ma 
chine tools or general machiner\ 
This is important. Diversificatiot 
such as that attained by Ex-Cell Spe 
O Corp., Fairbanks, Morse & Co, 
American Machine & Foundrijf MC 
Caterpillar Tractor, Cincinna 
Milling Machine and Link Belt, tt MC 
mention a few, lessens their sus 
ceptibility to cyclical conditions 
as well as providing broadefmplete 
avenues for growth. These togethf o but 
er with financial strength shoul om 
be fully considered and evaluatethintion. 
—ENBuctibl 
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lef definite ... more devoted to your interests 
e ‘i than The Forecast. It will bring you weekly: 
2 
ca Three Investment Programs to meet your 
no ex various aims...with definite advices of 
pprecig what and when to buy and when to sell. 
| Program 1—Top grade stocks for security and 
,? tie assured income with excellent appre- 
ntie ciation potentials 
uSsInes Program 2-- Special dynamic situations tor substan 
ar no tiai capital gains with large dividend 
ler co poyments 
_ OPCTAE Program 3—Low-priced stocks for large percent- 
‘hi h 
18 e age growth. 
Is of Projects the Market.. Advises What Action to Take 
ital, 1 .. Presents and interprets movements by industry 
aly thall of 46 leading groups comprising our broad Stock 
tely re Index. 
ividen@ Supply-Demand Barometer... plus Pertinent Chorts 
ntaineg dericting our 330 Common Stock Index, 100 High- 
Priced Stocks, 100 ltow-Priced Stocks; also Dow- 
t shar jones industrials and Rails trom 1940 to date. 
Dow Theory Interpretation...tells whether major 
and intermediate trends are up or down. 
of hin Essential Information for Subscribers... up-to-date 
nachin data, earnings and dividend records on securities 
chiner : 
recommended. 
presen Telegraphic Service...!f you desire we will wire 
1S arti you in anticipation of important market turns. 
310N OM Washington Letter—Ahead-of-the-News Interpreta- 
5 9g 
we se tions of the significance of Political and Legislative 
Trends. 
table 
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A and individual industries. 
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MONTHS ON GENERAL DYNAMICS 






























































OVER 57% PROFIT IN FOUR 
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proadesmplete service will start at 
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e but date as officially be- 


check is received. Sub- 
mptions to The Forecast are 
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STREEQ.GUST 21, 1954 


THE INVESTMENT AND BUSINESS FORECAST 
of The Magazine of Wall Street, 90 Broad Street, New York 4, N. Y. 


I enclose [ $60 for 6 months’ subscription: [ $100 for a year’s subscription. 


Air | 
ene vear in U 
Special 


“} $1.00 six months: [] $2.00 


Delivery: 
5» $10.40 one year. 


Name 


Address 


Your subscription shall not be assigned at 
any time without your consent. 
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9, our April 13th Bulletin we advised all subscribers to buy 
General Dynamics at 43 (to yield 8.1%). At this writing it is 
selling at 67/... representing a profit of 247% points or 
more than 57%. 


This Forecast selection may eventually equal our recom- 
mendation of Boeing in December, 1953 at 46 (to yield 7.6%). 
In May it was split 2-for-1. marking subscribers’ cost to 23. 
It is now at 59%... showing 36% points rise—over 159% 
profit. A special $.50 dividend hase just been declared. 


Southern Railway — recommended at 61 — was split 2-for-1 
— cutting our buying price to 3014. It is currently at 5836, 
giving subscribers 90% appreciation. The $3.50 dividend 
means an 11.47°% yield at our cost price. 


Every one of the 10 other Forecast recommendations now 
being carried shows a good profit. Subscribers are kept 
informed on new developments in each of these companies . . 
and know that we will advise them when to take profits — 
when and where to reinvest. 


ENROLL NOW — GET ALL OUR RECOMMENDATIONS 


The time to act is now — so you will be sure to receive all 
our new and coming selections of dynamic income and profit 
opportunities. 


Mail your enrollment today with a list of your holdings (12 
at a time). Our staff will analyze them and advise you 
promptly which to retain — which are overpriced or vulner- 
able. By selling your least attractive issues you can release 
funds to buy our new recommendations at strategic levels. 





SPECIAL OFFER—Includes one month extra FREE SERVICE |p@@@eCCC COO YY 











(Service to start at once but date as officially beginning 
one month from the day you receive my payment.) 


SPECIAL MAIL SERVICE ON BULLETINS 

C) Telegraph me collect in anticipation of 
important market turning points...When 
to buy and when to sell...when to ex- 
pand or contract my position. 


S. and Canada. 
(J) $5.20 six months 


List up to 12 of your securities for our 
initial analytical and advisory repert. 
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What 2nd Quarter Earnings 
Reveal 





(Continued from page 630) 


reflected in price reductions in 
wholesale prices and a cutback in 
refinery runs, based on smaller 
allowable output in crude by state 
authorities. 

With respect to miscellaneous 
groups, aircraft manufacturers 
should continue their spectacular 
earnings performance for the bal- 
ance of the year. Cement makers, 
likewise are in a favorable posi- 
tion. Chemical earnings should 
benefit from the recent trend of 
higher sales volume, though re- 
sults in this heterogenous indus- 
try are highly mixed. 

On an over-all basis, third quar- 
ter earnings are likely to be some- 
what below the second quarter of 
this year and below the corres- 
ponding period of last year. How- 
ever, the degree of decline should 
be moderate in view of the cush- 
ioning effect of the excess profits 
tax, in some cases, and clear evi- 
dence that industry, generally, is 
having good results with respect 
to cutting costs. The latter is to- 
day a more important factor than 
ever in maintaining adequate 
profit margins. 

In the following, we present a 
brief review of first half earnings 
for several leading companies to- 
gether with a tentative estimate 
of the earnings for the balance of 
the year: 


ARMCO STEEL CORP. Second 
quarter earnings made a good 
comparison with both first quarter 
1954 and 2nd quarter 1953. Earn- 
ings were $1.89 a share in the 
June quarter and $1.75 a share 
in the March quarter. Second 
quarter earnings represented a 
good increase over the $1.59 a 
share reported for the correspond- 
ing period of last year. This result 
was accomplished despite a $12.6 
million decline in sales as between 
the June periods of both years. 
Typical of many steel companies, 
Armco was able to bring a higher 
percentage of sales to net profit on 
account of the savings in income 
taxes, particularly the excess 
profits tax; which in 1953 amount- 
ed to $1.41 a share. On the lower 
sales of $135.7 million, the com- 
pany produced a net profit margin 
of 7.2%, comparing with 5.6% 
last year. The spread between 
these figures indicates why earn- 
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ings per share were higher in the 
June quarter of 1954 than in the 
same period of 1953. The com- 
pany states that along with the 
savings from income taxes, the in- 
crease in earnings was also made 
possible through “the operating 
economies from efficient new 
properties in recent years.” High- 
er amortization and depreciation 
charges, coupled with the prob- 
ability of higher operating costs 
in the balance of the year-arising 
from the steel wage increase 
which has not been fully compen- 
sated for by the increase in steel 
prices, may tend to hold the final 
half years earning down below 
those of the first half. Based on 
these expectations and including 
the $3.64 a share earned in the 
first half this year, it may be esti- 
mated that the company can earn 
in the neighborhood of $6 a share 
for 1954. In 1953, it earned $6.50 
a share. 


ELECTRIC AUTO-LITE CO. 
The sharp drop which has taken 
place in sales of the auto equip- 
ment industry is illustrated by the 
Electric Autolite’s report for the 
first half. Earnings totalled 50 
cents a share for the period, com- 
pared with $3.64 a share in the 
corresponding period of 1953. 
Earnings have been averaging 
about 25 cents a share for the 
two quarters of this year. A com- 
parison between second quarter 
1953 and the corresponding quar- 
ter of 1954 discloses the magni- 
tude of the decline in sales, the 
figures being $77.5 million and 
$47.2 million respectively. As a 
result, the profit margin on sales 
has shrunk to less than 1%, com- 
pared with 3.6% in the June 
quarter of 1953. The outlook will 
be very largely determined by 
whether Chrysler recovers in the 
final half of the year, as the com- 
pany is largely dependent on or- 
ders from that important auto 
manufacturer. It is not anticipat- 
ed that the third quarter can 
show material improvement over 
either the March or June periods. 
Some improvement should take 
place in the final quarter as 
Chrysler then commences to in- 
crease production. Total year’s 
earnings, however, are certain to 
be far under those of 1953. In that 
year, the company earned $6.73 
a share. 


MERCK & CO. In common with 
the other ethical drug manufac- 
turers, Merck has experienced un- 
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satisfactory inventory condition 
resulting in lower prices for som 
products, The situation, howeve 
seems to be rounding out. In any 
event, sales for the second quarte 
at $36.5 million compared not to A 
unfavorably with sales of $39@4”Y 
million in the corresponding periog @ 22 
of 1953. For the first half, earn§ wii | 
ings were 55 cents a share, com 
pared with 53 cents a share las{ He 
year. The beneficial effects expect§ begin 
ed from the merger with Shar 
& Dohme should be more in eyij 
dence as time goes on. In th 
meantime, foreign operations ar 
expanding and much is expected work: 
from this source. The weakest eleg ang | 
ment in the picture still appear 
to be in the field of hormones, 0 
which the company is a majogstren. 
producer; in this field, loweg fro, 
prices have followed increase( 
competition. Other branches, parg ‘®t « 
ticularly, antibiotics and vitaming Yo 
appear in a stronger position, If begin 
view of the now increasing sta 
bility with respect to sales, as evi 
denced by this year’s results t 
date, it would seem that the com 
pany may earn somewhat over $1 
a share for the year, as compared 
with 96 cents a share in 1958. 
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KENNECOTT COPPER COR 
Aided by an increase in sales 
principally from its Chilean prop 
erties, to which an increase i 
domestic sales contributed, Ken 
necott showed up with an exce 
lent report for the second quarter 
Earnings were $2.19 a_ share 
compared with $1.70 a share i 
the first quarter, and $2.03 
share in the June quarter 1953 
The increase between the first tw 
quarters of 1954 is explained by 
the sharp gain in sales from $88. 
million to $127.9 million. With th 
price of copper remaining firm a 
30 cents a pound, and volume 0 
sales holding up well, the outloo 
is for a good final half. Wester 
Europe is absorbing increasin 
quantities of copper. This and th 
removal of 36,000 tons of Brade 
copper to the U.S. stockpile ar 








favorable factors. With first halfflf you 
earnings at $3.89 a share and sav ones 


ings from the end of EPT, th 
company should come close tq, 
earning $8 a share in 1954. Thi 
would be about on a par with th 
$8.20 a share earned last year 
To some extent, however, thi 
prospect may be altered by ne’ 
provisions in some labor contracts 
which the company must nego 
tiate in this country and Chile. 


(Please turn to page 664) 
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If you’ve tried to save and failed, 
nd savgchances are it was because you didn’t 
have a plan. Well, here’s a savings sys- 
tem that really works—the Payroll 
-gsavings Plan for investing in U.S. 
4, Thi Savings Bonds. This is all you do. Go 
rith th@to your company’s pay office, choose 


r, thief dollars a payday, or as much as you 
by net wish. That money will be set aside for 
you before you even draw your pay. 


ally, when held to maturity! And they 
ntract at : : 
; nego 
Jhile The U.S. Government does not pay for this advertisement. It is donated by this publication in 
34) cooperation with the Advertising Council and the Magazine Publishers of America. 
a) 





can each one of us have the privilege of 


reward: happiness in our homes and 


For the strength of our country is simply 
that of one secure home joined to another’s. 


Your security and that of your country 


Saving for security is easy! Read every word—now! 


And automatically invested in Series 
“E” U.S. Savings Bonds which are 
turned over to you. 


If you can save only $3.75 a week on 
the Plan, in 9 years and 8 months you 
will have $2,137.30. 


United States Series “E” Savings 
Bonds earn interest at an average of 
3% per year, compounded semiannu- 




















can go on earning interest for as long 
as 19 years and 8 months if you wish, 
giving you a return of 80% on your 
original investment! 

Eight million working men and 
women are building their security with 
the Payroll Savings Plan. For your 
sake, and your family’s, too, how about 
signing up today? If you are self- 
employed, ask your banker about the 
Bond-A-Month Plan. 























What 2nd Quarter Earnings 
Reveal 





(Continued from page 662) 


NATIONAL BISCUIT CO. 
Sales in the second quarter in- 
creased moderately over the first 
quarter, with $90.8 million re- 
ported against $88.7 million. An 
increase in the profit margin of 
from 5.2% to 5.4%, both com- 
paring with 5.1%, in the June 
quarter of 1953, largely reflected 
the absence of EPT, which 
amounted to about 15 cents a 
share in 1953. Per share earnings 
were 70 cents in the June quarter 
and 66 cents in the March quarter. 


First half earnings were $1.33 a 


share comparing with $1.21 a 
share in the corresponding period 
of 1953. This gain is in conformity 
with the progressive increase in 
earnings which has taken place 
since 1951. Earnings since that 
period on an annual basis have 
been: 1951, $2.30 a share; 1952, 
$2.56 a share and 1953, $2.61 a 
share. From present indications, 
considering the increase which 
usually occurs in the fourth quar- 
ter, the company should earn 
around $2.90 a share in the cur- 
rent year. With a more favorable 
raw materials situation and con- 
tinued expansion of sales through 
new products and improvements 
of old properties and acquisition 
of new ones, particularly abroad, 
long-term earnings prospects for 
the company seem quite attrac- 
tive. —END 





New Peaks for 
Building Industry? 





(Continued from page 634) 


reflecting benefits of expansion 
and good control over rising costs. 
Maintenance of operating econo- 
mies with labor-saving devices ap- 
pears to have been a factor in 
holding down costs. Although 
sales in the first quarter showed 
only a nominal increase, volume 
for the first half was up 4 per cent 
and net profit gained 48 per cent 
with June quarter results sur- 
passing the excellent March quar- 
ter. 

Manufacturers of heating and 
other household equipment seem 
likely to be confronted with prob- 
lems of one kind or another. Man- 
ufacturers of valves, for example, 
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have encountered keen competi- 
tion and have met with little suc- 
cess in passing along to customers 
higher operating costs. American 
Radiator & Standard Sanitary is 
a prominent representative of the 
heating group which has shown 
indications of recording operating 
economies generated from man- 
agement changes, while Holland 
Furnace has experienced difficulty 
in maintaining volume commen- 
surate with rising labor costs. 
Need for more and more electrical 
controls, not only in houses but 
in industrial installations as well, 
accounts for the superior showing 
of Minneapolis-Honeywell Regu- 
lator. 

Progress in development of new 
types of paint and more efficient 
applicators has contributed to en- 
largement of demand for mate- 
rials used in preserving and deco- 
rating homes. Many interior 
paints are designed for amateurs, 
since labor costs have skyrocketed 
costs of home decorating. Re- 
search in chemicals has contribut- 
ed to the successful introduction 
of many new products accounting 
for enlarged sales. Leading com- 
panies in the group include Na- 
tional Lead, Pratt & Lambert and 
Sherwin-Williams. 


Strong Position of Building 
Industry Presages Further Growth 


Looking beyond the immediate 
future, it is possible to take an 
optimistic view on building pros- 
pects for the coming year. Two 
factors stand out as reassuring: 
(1) Plentiful supplies of strategic 
materials, such as lumber, plaster- 
board, roofing, siding, etc. Al- 
though cement supplies are rather 
tight, no real shortage is antici- 
pated in this respect. (2) Abun- 
dant cash and credit. Savings have 
reached record proportions, total- 
ing more than $200 billion in sav- 
ings banks, checking accounts and 
government bonds. Funds avail- 
able for mortgages also are plenti- 
ful. 


Lumber output has been re- 
duced by labor trouble in the Pa- 
cific Northwest, but supplies have 
been accumulating in hands of 
wholesalers and are regarded as 
adequate for the present. Some 
projects that were deemed not too 
essential are reported to have 
been delayed by the possibility of 
a long tieup in lumbering, but 
generally speaking the dip in pro- 
duction has not posed a serious 
problem for builders. —END 
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How Real is West Europea 
Recovery? 





(Continued from page 657) 


fuel that we are giving to Europe 
We are also helping the British 
with their air force program 
Only about $250 million of the 
1955 appropriation can be consid 
ered as economci aid. This aid i 
going to special places, such ag 
West Berlin, which are still faced 
with the problems of economi¢ 
development and unemployment. 
Turkey and Greece will also get 
some economic aid as will Yugo 
slavia and Spain. Some mone 
moreover, is being lent to thd 
European Coal and Steel Commu 
nity for modernization. 

No economic aid is being ap 
propriated for the 1955 fiscal 
year for the following 11 coun 
tries which are considered able to 
stand on their own economic feet: 
Austria, Belgium, Luxemburg 
Denmark, Iceland, Ireland, Italy 
the Netherlands, Norway, Portu4 
gal, and Sweden. To this list maj 
be added Switzerland and 7 
land which have been receivin 
no aid for the past few years. 

This does not mean, however 
that U. S. Government will sto 
spending money in these coun 
tries. Actually Western Europe ij 
expected to get during the 195} 
fiscal year more U.S. Governmenf 
money than in the past years 
some $3.3 billion against $23/, bil} 
lion in the 1954 fiscal year anf 
$2.5 billion in 1953. The soure 
of these dollars is (a) the stil 





considerable backlog of old eco 
nomic aid in the pipelines (b) th 
spending of U.S. soldiers and (¢) 
offshore procurement contracts 

With Western Europe earnin 
or getting over $3 billion in U.$ 
Government money during th 
1955 fiscal year—over and abov 
the dollars earned in_ privat 
trade—question of how real Wes 
European recovery is become 
more or less academic. Wester 
Europe’s recovery has been rea 
and is still continuing. In its las 
report the O.E.E.C. points ov 
that in view of the latent deman 
and relatively low living stané 
ards, the opportunities for th 
expansion of production see 
overwhelming. As long as Europ 
earns or gets enough dollars 1 
pay for its purchases of raw ma 
terials and foodstuffs, there ! 
little chance that her econom! 
activity will decline. —EN 
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Time To Reappraise 
YOUR 
INVESTMENTS 


A Special Invitation to 
responsible investors, 
with $20,000 or more in 
investment funds, who 


are interested in invest- 











ment counsel. 
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71, foresighted investor, who seeks to safeguard his capital and keep 
it working productively, can afford to disregard the immediate effects and 
longer term implications of the many changes in progress on the political 
and industrial fronts... and in the earnings and dividend prospects for 
the individual companies. 


* In light of the substantial market rise since last September our staff — 
through its unending, original research — is continuing to segregate stocks 
which are becoming overpriced from those which are still undervalued — 
those which are in a vulnerable position from issues facing an unusually 
strong outlook — companies which may cut or pass dividends from those 
which will maintain or even increase liberal payments in 1954. 


% Many uncertain investors merely hold their positions unchanged and hope 
for the best—but a “do nothing” policy can be most costly in the highly 
selective market ahead. If your capital is important to you now is the 
time to take intelligent action. 


% Asa first step toward increasing your profits and income in 1954-55, we 
invite you to submit your security holdings (if you have not already done 
so) for our preliminary review — if they are worth $20.000 or more. 
There is no obligation except to give our service your serious consideration. 


%& Our survey will point out examples of your less attractive holdings to be 
sold or retained only temporarily. It wil’ tell you how our personal super- 
vision can assist you to strengthen your diversification, income and the 
enhancement possibilities of your account. We will evaluate your hold- 
ings and quote an exact :nnual fee for our service. 


% Merely send us a list of your securities in as complete detail as you care 
to give in regard to size of each commitment, purchase prices and your 
objectives. All information will be held in strict confidence. This offer 
is open only to responsible investors who are interested in investment 
counsel, 


INVESTMENT MANAGEMENT SERVICE 


A division of THE Macaziy £ oF WALL Street. A background of nearly forty-seven years of service. 


90 BROAD STREET NEW YORK 4, N. Y. 


SERV Fae FO GET aa ons — 


21879-1954 DIAMOND JUBILEE OF THE FIRST INCANDESCENT LIGHT 


Oil for Edison's 
Magic Lamp_ 


and for the Power Plants that Light America’s Cities Today! 


SOCONY-VACUUM 


EVENTY-FIVE years ago, when the incan- 
descent lamp was born, Thomas Edison 
relied on a Socony-Vacuum oil to protect the 
generating equipment that provided the elec- 
tricity. Today, to commemorate the diamond 
jubilee of light, Edison’s original equipment 
has been re-activated at the Henry Ford Mu- 
seum and Greenfield Village near Detroit. 
And once again a Socony-Vacuum oil has 
been chosen to protect it. 


There is good reason for this choice. 
Socony-Vacuum lubricants for power plants 
have been the standard of quality for over 75 
years. In fact, more turbines of 5,000 kw and 
over are lubricated by Socony-Vacuum than 
by any other oil company. 

We are proud that, during these past 75 
years, we were able to play a part in bringing 
the magic of Edison’s lamp—and of electricity 
—to people throughout the world. ' 


SOCONY-VACUUM OIL COMPANY, INC. 
and Affiliates: 
MAGNOLIA PETROLEUM COMPANY * GENERAL PETROLEUM CORPORATION 











